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NEW, LOW-COST DRAINAGE TUBES of copper are the 
result of years of practical development. Copper drain, 
waste and vent lines are lighter, smoother, longer-last- 
ing, and cost less to install. Connections are soldered 
quickly, permanently, with no threading or caulking. 
Use has increased remarkably in the past three years. 


HOTTER WATER FOR LAUNDRY AND DISHES is now possible from dual-temperature BETTER FOOD PREPARATION is within easy reach 
domestic water heaters with tanks made of Cupro Nickel-755. Using this strong, when restaurants and hotels use Chef-Foil®, Ana- 
corrosion-resistant copper alloy specially developed by Anaconda, these modern conda’s Aluminum Wrap. In_ cooking, freezing or 
heaters can deliver regular hot-water requirements plus super-hot water for laundry _ storing, spoilage is reduced and foods’ peak flavor is 
and dishwasher at temperatures which ordinary heater tanks can withstand only retained... This is just one example of Anaconda’s 
for short periods. new and extensive line of aluminum products. 





Anaconda’s entire line of nonferrous metals and metal products, 
both in industry and in the home, illustrates what Anaconda is always striving for... 
new ways to do things better . .. more value for less money. 


ANACONDA 


PRODUCERS OF: cCopPeR: ZINC> LEAD+ ALUMINUM >: SILVER 
GOLD + PLATINUM + PALLADIUM + CADMIUM+ SELENIUM*+ TELLURIUM 
591714 URANIUM OXIDE » MANGANESE + ARSENIC + BISMUTH: INDIUM 
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GOODYEAR DIVERSIFICATION AT WORK 








Magic Carpets For Everyone 


Vinyl records on the turntables. Viny] flooring un- and in a rainbow of appealing colors. 


derfoot. A perfect combination to make home “out Flooring is only one of countless uses for vinyl in 


" 1c r . ”? £nrw -enavers air re . . 7. . . , 
of this world” for teenagers and their parents. home and industry. Vinyl flooring is only one of our 


Goodyear Vinyl—the world’s most carefree flooring Films and Flooring Division’s numerous products. 
—is notable for long life and freedom from main- The Division is just one in Goodyear’s vast network 
tenance problems. Goodyear creates both vinyl] and of facilities making and selling hundreds of different 
rubber flooring—in a full range of sizes and types, products around the world. 
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THE GREATEST NAME IN RUBBER 


AIRCRAFT ° AVIATION PRODUCTS ° CHEMICALS ° FILMS ( FLOORING 
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NDUSTRIAL RUBBER GOODS ° METAL PRODUCTS ° 


SHOE PRODUCTS ° TIRES 
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mon Market) as it charts the way to an 
economic United States of Europe, in con- 
sonance with a Free Trade area. President 
deGaulle’s courageous action in remodeling 
the franc and supporting the “Community” 
show a resurgence not alone of national 
spirit but of profound political and indus- 
trial cooperation which offer new promise 
and new responsibility to the Free World. 
Notre Dame cathedral and the law courts 
of the Palais de Justice, situated on this 
island in the Seine, will see a revitalized 
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Correction on Gift Tax Regulations 


In the haste occasioned by the neces- 
sity of meeting the publisher’s deadline 
an error occurred in my comments on 
the gift tax regulations in the December 
1958 issue of TRusts AND Estates. The 
error, corrected too late for that issue, 


| related to Section 25.2503-4(b), inter- 
| preting Section 2503(c), I.R.C. 


A word ‘as to the development of this 


_ part of the regulations: The proposed 


gift tax regulations (which I commented 
on in the February 1957 number of 
Trusts AND EsTaTEs, page 108), after 
stating that in order for the transfer to 
qualify under Section 2503(c) there 
must be no restrictions on the minor’s 
power of appointment, provided: 


“ 


; . For example, if under the 
applicable local law, a minor is in- 
capable of executing a will, the condi- 
tion in paragraph (a)(3) cannot be 
satisfied by merely giving a minor 
donee a power exercisable only by 
will. Similarly, unless under the local 
law (by reason of a direction in the 
governing instrument or otherwise) 
a minor can effectively exercise an 
inter-vivos power of appointment, the 
condition cannot be satisfied by mere- 
ly giving a minor donee such a 
power...” 


In Section 25.2503-4(b) as finally is- 
sued, the corresponding part of the reg- 
ulation reads as follows: 


“.. However, if the minor is given 
a power of appointment exercisable 
during lifetime or is given a power of 
appointment exercisable by will, the 
fact that under the local law a minor 
is under a disability to exercise an 
intervivos power or to execute a will 
does not cause the transfer to fail to 
satisfy the conditions of section 
2503(c) ...” 


My comments on the regulations (sec- 
ond column, page 1108, December issue) 
followed the regulation as proposed and 
not as finally adopted. 

In my opinion, the regulation as 
finally adopted is likely to lead to con- 
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fusion and error. Code Section 2503 (c) | I 

requires that the subject matter of a | | 

cain for a minor, ~ order to qualify AOth MID-WINTER TRUST CONFERENCE 

for the $3,000 exclusion, be expendable, The Waldorf-Astoria, New York; Feb. 9-11, 1959 

both principal and income, by or for i 

the benefit of the donee before attaining After the opening address of Carlysle A. Bethel, president of the 

age 21 and that it “will to the extent not Trust Division and vice chairman of the board and senior trust officer 

so expended — of Wachovia Bank & Trust Co., Winston-Salem, N. C., the conference 
a oe ae will hear William J1. Edwards, Providence, R. I., attorney, and Dr. 

before attaining the age of 21 years, Marcus Nadler, prfffessor of finance, New York University. 

be payable to the estate of the donee On Monday afternoon four sessions will run concurrently. In the 

or as he may appoint under a general first, Ralph A. McIninch, president, Merchants National Bank, Man- 

power of appointment .. .” chester, N. H., will present Adequate Charges for a Smaller Trust De- 

Unless the excerpt from paragraph partment and ©. E. Treman, Jr., vice president and trust officer. 

(b) of Section 25.2503-4 is read in con- Tompkins Couiuty Trust Co., Ithaca, N. Y., will discuss A Bank Fiduci- 

junction with paragraph (a) (3), which ary Fund. Joseph M. Naughton, president, Second National Bank, Cum- o 
recognizes that the property must pass berland, Md., will lead a panel on Problems of Smaller Trust Depart- c 
to the donee’s estate if he dies before ments. t 
attaining age 21 and doves not appoint, The second Monday afternoon session will be devoted to medium p 
donors are apt to overlook the necessity trust departments (over $5 million). Noel T. Robinson, vice presideni al 
of a remainder over to the donee’s es- and trust officer, Central National Bank & Trust Co., Des Moines, Iowa, ") 
tate in any and all events, including the will speak on Operations for Medium Trust Departments. C. 5. Onder- he 
case of inability to appoint. donk, III, assistant trust investment officer, Montgomery County Bank t] 

I recommend that in every case there & Trust Co., Norristown, Pa., will tell How to Set Up a Common Trust "a 
be a gift over to the donee’s estate if he Fund, and Charles G. Young, Jr., senior vice president and senior pa 
cannot exercise the power of appoint- trust officer, City National Bank & Trust Co., Kansas City, Mo.. wiil 
ment; or, if having the power to appoint, lead a panel on Problems of Medium Trust Departments. a 
he makes no other disposition. The third Monday afternoon session will consider Pension and | ' 

The considerations pointed out above Profit Sharing Plans. C. Wadsworth Farnum, vice president, Bankers - 
require reaffirmation of the following Trust Co., New York will present /nvestments for Pension and Profit 1¢ 
opinion stated in the December issue Sharing Trusts. Cecil P. Bronston, vice president, Continental Illinois | fe 
(column 3, page 1108) : National Bank & Trust Co., Chicago, will discuss the Federal Welfare Ne 

“| . Provision may be made for a and Pension Plans Disclosure Act. Three men will discuss the Possibili- Fi 
disposition of property or income not ties under the Keogh Bill: J. Fraser Coate, manager, pension department. CC 
expended during the donee’s minority Montreal Trust Co., Toronto, on the Canadian experience; Charles he 
to persons other than donee’s estate M. Bliss, executive vice president, Bank of New York, on the U. 5. of 
sen the event of default of appointment possibilities; Arthur V. Toupin, trust officer, Bank of America, N.T. & | 
»y him (b)(8), provided of course, . a : : : tu 
that the donee, under the governing S.A., San Francisco, on the mechanics of handling funds. hi 
law, can appoint.” At the fourth concurrent Monday afternoon session, Ronald M. | +3 

a Kimball, vice president, Continental Illinois National Bank & Trust ne 
Los Angeles Co., Chicago, will lead a discussion on Corporate Trusts and Agencies. 

[Ep. Note: Readers are invited to The Tuesday morning session will hear the address of Lee P. Miller. pe 
express their views on this point.] president of the American Bankers Association and of Citizens Fidelity st 
Challenging Industry Bank & Trust Co., Louisville, Ky. He will be followed by J. R. Johnson, ef 

g ; vice president and senior trust officer, Bank of America, N.T. & S.A.. Eu 

Your article on Reynolds Metals Com- San Francisco, on the Operation of a Trust Department in a Branch 
pany (Dec., p. 1133) which se dis- System. William S. Sadler, Jr., of Sadler & Associates, Chicago, will 
cussed at your investment Seminar on discuss The Technique of Trust Personnel Evaluation and Thomas H. _ ||| tw 
November oth indicates aon excellent andl Beacom, vice president, First National Bank, Chicago, will present _ ||| zi 
sentation of a challenging industry - The Future Outlook for Trust Services. Hi} . 
which Reynolds is playing a prominent The Tuesday afternoon /nvestment Session will hear William F. Hit Ss 
part. Keesler, senior vice president, First National Bank, Boston, on Real _ ||| 

es <. Dee, Estate and Mortgages—Practical Problems in Management of Port- » 
Senior Vice President : 898 : ‘ , 6 HHH re 
Ce ee ea ee folios and Thomas J. Herbert, executive vice president, Investors Man- _ ||| 
agement Co., Inc., Elizabeth, N. J., on Trends in Industries. Thomas _ ||| an 
J. Moroney, vice president and senior trust officer, Republic National HH ha 
@ A $10,000 trust fund was presented Bank, Dallas, will lead a Panel on Investments. HHH ti 
to Roy Campanella, former Dodgers The final session on Wednesday will include an address by Ross _ ||| fo 
catcher, —s recent program of tele- L. Malone of Roswell, N.M., president, American Bar Association, and i th 
vision’s “This Is Your Life.” The gift . 7 : : , HiT 
‘Sine deletes Weieen, Sanders & Co. and will hear Reese H. Harris, Jr.. executive vice president, Hanover Bank, Hi el 
a Aiea ie ieee of the Bonten New York, on The Estate Planning Team — Its Duties and Functions. A Hil ba 
Munk teases tc to bo reinvested and James Casner, professor of law, Harvard Law School, will speak on HI ni 
the fund used ultimately for the educa- Income Taxation of Estates—Present and Future. Hii ba 
tion of Campanella’s three children. The Proceedings will be published in the March issue. Hil P | 
Campanella’s baseball career was cut = | : 
short by paralysis a year ago. = = = ly 
Trusts anp Estat 5 Jan 
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OPTIMISM RULES THE FORECASTS FOR 1959, 
as recovery from the economic depression 
caused both a turnaround in business ac- 
tivity and even more in psychology. But 
perhaps we have become too phlegmatic 
about international relations and the 
"normalcy" of rising living standards at 
home. Even granted over-all improvement, 
the accelerated pace of change in tech- 
nology, in trade, and in social, political 
and industrial conditions indicates many 
readjustments in the days ahead......Mili- 
tary Defense will continue to drain the 
people's pocketbook, but we will have to 
learn and practice the art of Economic De- 
fense if we are to keep atop the tide of 
Nationalism abroad. The Common Market and 
Free Trade compacts will challenge our 
competitive position both abroad and at 
home, and necessitate realistic controls 
of wage costs, credit and tax expendi- 
tures. Unless we can better maintain our 
historic advantages in efficient produc- 
tion and our position in world trade, we 
can find ourselves increasingly isolated 
politically and economically. Self-re- 
Straint will be needed to meet the new 
efficiency and cooperation of modern 
Europe. 


THIS FIRST ISSUE OF THE NEW YEAR MARKS 
two milestones in the history of the maga- 
Zine. Twenty years ago this month the 
present name was substituted for the title 
"Trust Companies," under which it had been 
born thirty-five years before, in order to 
reflect a wider scope of editorial policy 
anc coverage which the intervening years 
have justified, with quadrupled circula- 
tion......Ten years later the present 
format of the magazine was adopted. In 
that January 1949 issue appeared an arti- 
cle by George Laikin setting forth the 
basic techniques of estate and tax plan- 
nins, which was widely distributed by 
banks and insurance men. Although the 
fundamental procedures have remained fair- 
ly constant in the decade since, several 


January 1959 











developments — as in Short term trusts and 
trust for minors — have made a new "edi- 
tion" seem desirable and Mr. Laikin has 
brought his discussion up to date (p. 8). 


PITFALLS IN SHORT-TERM TRUSTS are often 
overlooked in rushing into this income-tax 
favored device. If these are recognized 
and avoided, however, the advantages of 
temporarily shifting income under these ar- 
rangements can me Significant (see p. 12). 


FEARS THAT CORPORATION KEYMAN INSURANCE 
and stock retirement plans would be seri- 
ously curtailed as the result of certain 
court decisions can now be finally laid to 
rest. The Internal Revenue Service an- 
nounces that it will follow the Court of 
Appeals decisions in the Prunier, Casale 
and Sanders cases which reversed lower 
court holdings that premiums paid by a 
corporation for insurance on the life of 
an employee-stockholder were taxable as 
dividends to the latter. As pointed out 
at the time, the unfavorable Tax Court 
decisions would probably not have been 
reached had the agreements involved not 
deviated from traditional patterns. 


OVER FOUR MILLION SHARES OF THE TOTAL 
17.8 million traded on the New York Stock 
Exchange on Sept. 29/30 were for the ac- 
count of institutional investors, accord- 
ing to the latest Public Transactions 
Study conducted by the Exchange. This 
represents 23.3% of the volume and com- 
pares with 19.3% five years ago when 1.9 
out of 9.9 million shares were bought, or 
sold, by financial institutions, as dis- 
tinct from individual and member broker 





INVITATION TO CONFERENCE DELEGATES 


Delegates to the ABA Mid-Winter Trust Con- 
ference in New York on February 9-11 are 
cordially invited to visit with the edi- 
tors of TRUSTS and ESTATES in their quar- 
ters at The Waldorf Astoria. 

















\ 
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investors. The Study notes, that on both 
days the Dow-Jones average was up: 2.2 
and 3.1 points respectively. 


NO LINES OF INDUSTRY ARE ‘INCREASING 
MACHINE TOOL ORDERS in any ‘substantial 
amount and most find 3 recently 
built up against early '60s\{ projections 
to be adequate, but many are Still mud- 
dling along with technical. or econo-= 
mically obsolete tools. This is the con- 
clusion from our recent Investment Semi- 
nar on the Machine Tool Industry. Effects 
of foreign competition arefbeing increas- 
ingly felt both here and im foreign trade, 
as U.S. labor costs and conditions have 
more and more priced America out of the 
market and foreign countries have modern- 
ized their plants, developed new indus- 
trial skills and enjoyed realistic labor 
wages and relations. Machine-hour, more 
than man-hour productivity is the key to 
competitive costs and pricing........From 
discussions between the gditors and scores 
of industrial leaders, the conclusion is 
reached that investment analysis is inade- 
quate and may even be misleading without 
analysts having good grounding in major 
Sciences such as chemistry, physics, elec- 
tronics. Only with such knowledge is it 
possible to appraise intelligently the de- 
velopments of a company or industry or the 
competitive impacts of natural and syn- 
thetic materials. Development of such ana- 
lysts will be a necessity for larger insti- 
tutional investors, who will benefit by in- 
creased business — and better income — as 
the investing public comes to appreciate 
the individual's inability to interpret 
the accelerating changes in industrial and 
trade developments. (See Seminar report 
at p. 10.) 


BUSINESS AND PROFITS WILL CONTINUE UP 
in 1959 and shareholders will benefit 
through larger dividends, according to 
60 investment officials of leading trust 
institutions participating in TRUSTS and 
ESTATES' seventh annual survey (p. 24). 
Current price levels, however, stress need 
for greater caution. 


OLD BARRIERS ARE COMING DOWN all over 
the world — and out of the world too — as 
the year 1959 opens. Russia's space satel- 
lite "“Lunik" broke through the interplane- 
tary boundaries, as our guided missile 
"Atlas" had done a month before on the 
intercontinental plane. Less dramatic but 
with greater potentialities for progress 
in the ways of peace was the activating, 
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on January lst, of the European Common 
Market, removing a sizeable first part of 
the Tariff walls that have long plagued 
Continental development and promising a 
Stimulant that should bring industry and 
commerce among its members, and the other 
nations allied with it in the Free Trade 
area....-The Simultaneous action of ten 
countries (Britain, Denmark, Sweden and 
Norway as well as the Common Market coun- 
tries of West Germany, France, Italy, Hol- 
land, Belgium and Luxemburg) in making 
their currencies freely convertible to 
dollars, marks another milestone of cour- 
age and cooperation that will bring both 
new opportunities and stiff competition to 
the U.S. also. New dimensions will be 
needed too in the thinking of our busi- 
ness, labor and political leaders, lest 
the latter overcome the former. 


CAN INFLATION BE CONTROLLED? is the per- 
ennial and dangerous question that must 
have an affirmative answer if we are not 
to progress into chaos. Its related and 
equally critical corollary is CAN UNION 
LEADERS BE CONTROLLED by their own rank- 
and-file and by law. At a recent National 
Industrial Conference Board meeting, top 
economists foresaw danger from excess in 
public spending and wage rises that eat 
up all or more than productivity in- 
creases. AS Dr. Harold Moulton concludes 
in his new book 'Can Inflation be Con- 
trolled?’ monetary controls are not enough 
and we must share technological gains be- 
tween the three partners: wage-earners, 
business managers and stockholders, and 
the public, if we are to have a firm re- 
covery and a firm dollar. 


DISCUSSIONS WILL TAKE PLACE shortly be- 
tween representatives of the governments 
of Canada and the United States with a 
view to modifications of the existing 
death duty convention between the two 
countries, in order to take account of the 
new Canadian estate tax law (see T&E, 
Nov. 1958, p. 1018). Interested persons 
in the United States who desire to submit 
suggestions for possible inclusion in a 
Supplementary convention should forward 
them to the Treasury Department in Wash- 
ington. 





Due to lines of type being dropped out, the list of 
American Depositary Receipts available for foreign in- 
vestment (p. 1103 of December issue) was garbied. 
Therefore, the entire page is correctly reprinted in this 
issue (p. 70). 
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Statement of Condition, December 31, 1958 





RESOURCES 
Cash and Due from Banks ........... $1,057,629,207 
U. S. Government Securities _......... 865,585,430 
U. S. Government Insured F. H. A. Mort- 

I ns 6 5s a nas AE Sore gt ah 79,154,073 
State, Municipal and Public Securities . . 234,702,131 
Stock of Federal Reserve Bank ....... 4,511,700 
Other Secuvifies .............00005. 28,980,056 
Loans, Bills Purchased and Bankers’ Ac- 

I ae ae ee a 1,268,386,427 
a 23,958,221 
Banking Houses and Equipment ....... 23,298,055 
Customers’ Liability for Acceptances ... 55,604,573 
Accrued Interest and Other Resources .. 12,234,732 

$3,654,044,628 
LIABILITIES 


Capital (5,039,000 
shares—$10. par)... $ 50,390,000 


re .... 100,000,000 
Undivided Profits ...... 71,113,502 $ 221,503,502 


*Reserve for Possible Loan Losses ...... 48,712,786 


Reserves for Taxes, Unearned Discount, 





Interest, etc. ...... S Bh bn" 31,912,070 
Dividend Payable January 15, 1959 ... 2,519,500 
Outstanding Acceptances . ads 56,719,484 
Liability as Endorser on Acceptances and 

Foreign Bills ....... EE Ry ees 31,982,360 
ey wk sw et eae 2,839,103 
SE a tg ao aah del etwas ek ee 3,257,855,823 

$3,654,044,628 


* Applicable to cover such future loan losses as may develop. None 
are at present known. 


United States Government and Other Securities carried at $148,196,612 are piedged to 
secure public funds and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 





Just ten years ago this month we pub- 
lished Mr. Laikin’s article on planning 
estates in 1949. While the fundamentals 
have remained reasonably constant in 
the past decade, several developments in 
tax law, such as in short term trusts, in- 
surance and trusts for minors, make a 
new “edition” of this comprehensive re- 
view of estate planning techniques worth- 
while. Like the 1949 piece and its prede- 
cessor 1945 version, this article is de- 
signed especially for distribution to es- 
tate owners. Inquiries on reprints are 
therefore welcome.—EDITOR’S NOTE. 


Set thine house in order, 
for thou shalt die and not live. 


HE FARSIGHTED MAN WILL SET HIS 
house in order and prepare for 
death and taxes. He will plan his estate! 
The major purpose of estate planning 
is the conservation of an estate for the 
maintenance and welfare of family and 
dependents, and for ultimate distribution 
to them. To do this, there must first be 
ascertained the factors which cause an 
estate to shrink in value at death. Then, 
plans to minimize such shrinkage, to re- 
duce the impact of taxation, and to pro- 
vide sufficient funds with which to pay 
death charges and taxes must be formu- 
lated. 

The ever changing provisions of 
the revenue laws and the frequent intro- 
duction of new features and problems 
make necessary the constant review of 
estate and insurance programs. 


Causes of Estate Shrinkage 


The basic factors which bring about 
estate shrinkage and losses at death are: 
(1) the various costs and expenses re- 
lating to the probate of an estate, which 
average from 8% for a $50,000 estate 
to 6% for a $1,000,000 estate; (2) the 
decedent’s debts, which average about 
8% for most estates; and (3) the estate 
and inheritance taxes, which absorb 
substantial portions of most estates. Ad- 
ditional losses, which cannot readily be 
calculated in advance, result from the 
forced sale of assets in order to raise 
cash with which to pay these charges. 

The accompanying charts present the 


Planning Your Estate 


Minimizing Taxes and Maximizing Benefits to Heirs 


GEORGE J. LAIKIN 


average amount of shrinkage for estates 
of various sizes brought about by pro- 
bate expense, debts and Federal estate 
taxes. One chart shows the average over- 
all shrinkage where the estate owner is 
not married at the time of his death, 
or where he does not take advantage of 
the marital deduction offered by the 
present estate tax law. The other chart 
lists the average overall shrinkage where 
the estate owner is married at the time 
of his death and has planned his estate 
so as to realize the maximum tax econ- 
omies made possible by the marital de- 
duction which permits a husband* to 
leave to his wife, tax free, up to one- 
half of his net taxable estate. The figures 
do not reflect the additional burden of 
state inheritance taxes, which vary con- 
siderably from state to state, nor com- 
munity property status. 


How Marital Deduction Works 


A transfer made by a husband to his 
wife may qualify for the marital de- 
duction if the transfer is “outright,” that 
is, if the wife becomes the absolute 
owner of the property transferred. If the 
transfer is made to her through the 
medium of a trust, the marital deduc- 
tion will apply if all of the income from 
the property transferred in trust is pay- 
able to her at least annually, and she is 
given the absolute-right to dispose of the 
trust property, either during her life- 
time, or by her will, or both. 

The Federal revenue laws also extend 
the benefits of the marital deduction to 
the gift tax. It permits one-half of a 
gift made by a husband to his wife to 
pass free of the gift tax. Then, too, the 
principle of “splitting,” which obtains 
for the income tax, also applies to the 
gift tax. Thus, gifts made to a child or 
other individual may be treated as hav- 
ing been made half each by the husband 
and wife, with the result that lower gift 
tax brackets and rates will apply—after 
each spouse has exhausted his gift tax 
exemptions. 


*The marital deduction applies also to transfers 
from wife to husband. For simplicity of expres- 
sion, reference will hereafter be made only to 
transfers from husband to wife. 
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Viewed simply, the marital deduction 
provides a married individual with an 
exemption for estate and gift tax pur- 
poses which applies before the basic 
exemptions do. For example, if a hus- 
band leaves a net estate of $150,000, and 
arranges as much as half of it to qualify 
for the marital deduction, his taxable 
estate will be reduced $75,000. 
Against this there will be applied the 
basic $60,000 exemption available to all 
estates, reducing the amount actually 
taxable to $15,000, as compared with 
$90,000 if the marital deduction were 
not available. 

It should be emphasized that the tax 
laws relating to the marital deduction 
do not affect property rights or create 
new ones. They do not automatically 
make the wife the owner of one-half of 
her husband’s property or his income. It 
is not to be confused with a true com- 
munity property system. It merely pro- 
vides a method for determining the 
amount of tax to be paid so that the tax |) 
burden on residents in common law} 
states is reduced and equalized with that 
of residents in community property 
states. The marital deduction cannot be 
taken as to community property. be- 
cause one-half of community property 
is already presumed to belong to the 
surviving spouse upon the death o/ the 
other, but it can apply to the so-c illed 
“separate property” belonging to a res 
dent of a community property state 
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Operation of Gift Tax 


One of the basic procedures involved 
in estate planning relates to the division 
of large estates into smaller units 
through the medium of gifts made dur- 
ing lifetime. Both estate and income 
taxes can frequently be reduced through 
such transfers. Since, as is well known, 
rates are higher in the upper brackets, 
lower brackets and lower overall taxes 
will result by increasing the number of 
taxpayers with respect to a given situa- 
tion. 


The gift tax rates are 25% less than 
the estate tax rates. In actual operation 
the differential is much greater. The 
amount given away is removed from the 
top bracket of the estate to which higher 
estate tax rates apply and is subjected to 
tax in the lower gift tax brackets. The 
amount paid as gift taxes further re- 


' duces the size of the estate and. cor- 


respondingly, brings about an additional 
reduction in estate taxes. The two-fold 


| gift tax exemptions—the $30,000 life- 
| time and the $3,000 annual (which ap- 
| plies to each donee) — also contribute 
| to the differential. Finally, the marital 
| deduction and the “splitting” of gifts 
} add substantially to the tax economies 
| made possible by gifts. 


The gift tax exemption rules may be 
as follows: Black is a 


$3.000 to each of his three sons. None of 


| the gifts is subject to tax. If Black makes 


gifts of $13,000 to each of them, he 
still will not be required to pay a gift 
tax because the first $3,000 of each gift 
will be covered by the annual exemption 
of $3,000, and the remaining $10,000 of 
each gift, or a total of $30,000, will be 
covered by his lifetime exemption of 


/ $30,000. If next year gifts of $13:000 
| Were again made to each son, $3,000 of 
| each gift will again be excluded by the 


annual exemption. The remainder of the 
gifts will, however, be taxed because the 


lifetime exemption has already been ex- 
hausted. 


Suppose White, who also has three 
sons and is married, wishes to make 
gifts to them. He elects, with the con- 
sent of his wife, to “split” the gifts with 
her. He and his wife will each be entitled 
to the $30,000 lifetime exemption, and 
each will be entitled to the annual gift 
lax exclusion of $3,000, or a total of 
$6,000, for each son. Thus, White can, 
this y-ar, make gifts of $26,000 to each 
of his sons without paying a tax there- 
on, because the first $6,000 would be 
subjec: to the annual exclusions and the 
Temaining $20,000 of each gift, or a 
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total of $60,000, would be covered by 
the lifetime exemptions of $30,000 avail- 
able to White as well as to Mrs. White. 

If White wishes, he can this year 
make a gift of as much as $66,000 to his 
wife without paying a tax thereon. This 
is so because one-half is eligible for the 
marital deduction and, therefore, passes 
to Mrs. White free of taxes. The remain- 
ing $33,000 is covered by the $3,000 an- 
nual exemption and the $30,000 life- 
time exemption to which White himself 
is entitled; hence, no taxes are payable 
thereon. 


Gifts and Joint Tenancy 


It should be noted that the creation of 
a joint tenancy where one party provides 
the entire purchase price may constitute 
a gift which is subject to the gift tax. 
However, the gift tax marital deduc- 
tion, which applies to gifts between 
spouses, is equally applicable to a gift 
between spouses which results in the 
creation of a joint tenancy. Moreover, 
the revenue laws now provide special 
rules which relate to husband and wife 
joint tenancies in real estate. A husband 
may now elect whether or not he wishes 
to have the transfer of real estate to 
himself and his wife treated as a gift. 

Accordingiy, if a husband purchases 
real estate and takes title thereto jointly 
with his wife, the gift tax will not apply 
unless he elects to treat the transaction 
as a gift. If such real estate is subse- 
quently sold and a portion of the pro- 
ceeds is received by the wife, a gift will 
then be deemed to have been made to 


her — if there had been no prior election 
to treat the creation of the joint tenancy 
as a gift. On the other hand, upon the 
sale of the property, no gift tax will be 
due if the husband receives the full pro- 
ceeds and he has not previously elected 
to treat the creation of the joint tenancy 
as a gift. 


Savings in Estate Tax 


Estate tax economies that can be 
effected through the medium of gifts 
may be illustrated as follows: 

Assume that Black is unmarried and 
worth $500,000. If he makes a gift of 
$100,000, the gift tax would be $9,225. 
However, if he does not make the gift, 
the same $100,000 would be taxed. at 
$28,800 at his death. Thus, by making 
the gift, $19,575 is saved. 

White, too, is worth $500,000 and 
wishes to make a gift of $100,000. But 
he is married and elects, for tax pur- 
poses, to split the gift with his wife. 
White’s gift tax is, therefore, only 
$2,400. If the gift were not made, the 
estate tax on the same $100,000, assum- 
ing the maximum marital deduction ap- 
plied, would be $13,800. White saves 
$11,400 as compared with $19,575 for 
Black. But, if White is divorced or a 
widower when he dies, so that his estate 
is denied the benefit of the marital de- 
duction, his savings would be $26,400 
instead of $11,400. 

The $3,000 annual exclusions were 
disregarded in the foregoing examples. 
Nor do the illustrations take into con- 

(Continued on page 56) 
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ECURRING DECLINES IN NEW ORDERS 
R and backlog, as has been the recent 
case in the machine tool industry, are 
not the ordinary marks of a growth 
type of investment, the more so when 
the historical record of the business is 
one of wide fluctuations in sales and 
profits. To what extent this is epidemic, 
inherent or even inevitable is the perti- 
nent query and one well worth the 
making, for our entire productive ma- 
chine and our industrial efficiency is 
based upon the tools of manufacture, 
just as they are upon the power to run 
them. 

It is obvious that, without them, we 
would still be limited to the products 
and productivity of the blacksmith shop 
or the carpenter bench. Yet many fac- 
tories today, with outmoded productive 
facilities, are no further ahead of that 
primitive economy than they are be- 
hind the efficiency of companies with 
modern tools and methods. To ~neet 
the competition of today — whether in 
the U.S.A. or foreign markets — by 
keeping costs down and improving qual- 
ity, manufacturers are realizing that sur- 
vival depends on tool-ability as much as 
managerial ability. Many have an in- 
vestment of $50,000 or more in plant 
and equipment per employee, and the 
rate has been consistently rising. 

In appraising such an industry, with 
its necessarily long lead-time between 
orders and shipments (and considerable 
volume of custom-built equipment), use 
of the calendar or fiscal year is an un- 
realistic and misleading yardstick. The 
cycle from research and experimentation 
through final design, tool-up and full 
establishment of a market for new 
product equipment has been found to 
be fully seven years — one of the long- 
est cash-flow periods in any industry. 
Even for non-standard machines, the 
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average lead-time often runs close to 
two years. This complicates the alloca- 
tion of costs and necessarily results in 
overstatement of profits in boom times 
(years of high billings) and understates 
them in the early stages or recession 
periods, and makes an annual statement 
— let alone quarterly ones — even more 
inadequate and superficial for analytical 
purposes. A year’s low earnings or even 
deficit may be mainly the cost of a 
subsequent year’s record sales and 
profit, or vice versa. 

If history is a gauge of the future, 
there is much in favor of the maker of 
the tools from which are produced the 
industrial world’s goods. In the past 30 
years, while the United States popula- 
tion grew by 45%, machine tools in 
use increased by 150%. Projections of 
consumer demand here and abroad con- 
template further increases in both areas, 
as well as in new spheres of industriali- 
zation and standards of living that use 
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more 2nd more the products of the 
machine. 


Industry Peculiarities 


Three peculiarities are inherent in 
the machine-tool industry. Originating 
largely out of small machine shop opera- 
tions, and serving fabricators with so 
wide a variety of operating require- 
ments, it has cross-currents of competi- 
tion from hundreds of producers, many 
of which will take orders at unprofitable 
quotations or unrealistic estimates just 
to keep in operation during slack times 
or to get entree to potentially important 
customers. 

This variety of product-type or end- 
use of equipment has resulted in special- 
ized tool-makers dependent on a_par- 
ticular industry or group, and diversi- 
fied producers dependent on general 
business conditions and particularly on 
existing and estimated needs for capital 
outlays. Business psychology tends to 
shift in concert throughout industries, 
bringing a general slow-down or even 
cancellation as has been true in the 
past year, or a barrage of rush orders 
when prospects brighten to the extent 
that shortage of productive capacity is 
expected. Furthermore, there is limited 
scope for building inventory both be- 
cause of the technical developments in 
each of the consuming industries and 
considerable expense tied up in the 
“standard” types of equipment which 
often involve $10,000 and more per 
machine. 

This, in turn, leads to the third pe- 
culiarity: increased production costs due 
to overtime spent not only to get a heavy 
current workload ready for shipment 
but also to free the facilities to accom- 
modate additional customers. And _be- 
cause it often takes over a year or two 
to convert an order into a billing, de- 
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preciation in the value of the dollar, 
and increase in wage rates, takes a 
greater toll of the profit margin than is 
true with short-time converters. 


Slow-Down in Capital Outlays 


The estimated drop of more than 50% 
in overall shipments of cutting machine 
tools this year from the $845 million 
in 1957 marks a long retreat from the 
capital spending boom. And with new 
orders and backlogs in the industry at 
one of the lowest levels in twenty-five 
years, and considering the production 
time-lag, the immediate prospects look 
very unpromising and there are sure 
to be some casualties in the dividend 
column, if not in the survival list. This 
indicates some stiff price competition 
in the early stages of revival though it 
may well improve the position of the 
stronger diversified companies and those 
in the favored specialties. 

There are many factors that can 
change the picture to considerable and 
continued advantage, if not overnight 
in profits, at least in the coming years’ 
statements. The sharp drop in automo- 
bile production wrote a sad chapter in 
the machine tool story, as this had con- 
stituted probably the largest single 
source of demand, other than the Gov- 
ernment. But the invasion of the small 
automobile will unquestionably set new 
patterns that will call for a major re- 
tooling job as the Big Three decide to 
enter the market. 

Government cancellations and stretch- 
outs also have been a major depressant 
in the past year. Here again there is 
reason to expect some change for the 
better, particularly as the potentialities 
of guided missiles are realized in more 
and more fields, civilian and scientific 
as well as military, and some velume 
uses are developed from present ex- 
perimental work. 

Perhaps the greatest promise lies in 
the necessity of American manufac- 
turers of everything from airships to 
power-saws to reduce costs enough to 
meet the new competition of the modern 
European factory. The differential in 
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U. S. and foreign labor rates cannot be 
made up without the most efficient 
machinery, whether for production of 
finished goods for export or, in many 
cases, even for home consumption. And 
with this new competition — already 
so keenly felt in such fields as autos, 
business machines and electrical equip- 
ment — brains and brawn will fight a 
losing battle with brain and automa- 
tion to supply even home markets. 

That this game can be played by 
both sides, however, is suggested not 
only by observation of the quality and 
variety of machine tools now made in 
several foreign countries — and more 
and more evident in American show- 
rooms and factories — but also by com- 
paring the $2 million of such imports 
ten years ago with the $30 million 
total in 57. Development of the Com- 
mon Market and resultant extension of 
markets by crumbling of old tariff walls 
in the Free Trade Area and elsewhere 
pose new elements in the competitive 
picture for the majority of American 
manufacturers, as they concurrently put 
a greater and greater premium on efli- 
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ciency of our labor and its equipment, 
especially for those companies to which 
exports are a needed source of profit 
volume. 


Over-Age Equipment 


Because of this, and the below-par 
orders of recent months, special sig- 
nificance attaches to studies of the ages 
of machine tools, such as made recently 
by American Machinist, showing that 
over 60% of metal-cutting and forming 
tools are more than ten years old, of 
which more than one in five is at least 
twenty years old. This is not important 
from the breakdown standpoint — such 
tools often last a couple of generations 
— but they are doing the job on an 
efficiency level often far too low to 
meet today’s wage costs and price com- 
petition. 

The same study reports that today’s 
machines are, on average, at least 50% 
more productive than the ten year olds, 
and it is likely that either the 20-year- 
olds should be in the museum or their 
owners will wind up there. The striking 
fact is that, in spite of rapid changes 
in production techniques, “more such 
tools are ten and more years older today 
than at any time since the depression 
of the °30s,” and suggests that the re- 
placement market may become more 
active than the tool-makers have ex- 
perienced thus far. 


The Cincinnati Pioneers 


The identity of the first tool-maker is 
lost in antiquity. But the name of one 
which has pioneered some of the most 
useful and versatile metal-shaping ma- 
chines of modern times, Cincinnati 
Milling Machine Co., has grown since 
1884 to become the number one, and 
most diversified, producer in its field. 
To mention a few: the cutter-grinder 
with universal adjustments (in 1889), 
all-geared positive-feed miller, auto- 
matic-feed miller, power speed-shifting 
and remote-control feed, fully automatic 
die-sinker, the centerless and micro- 
centric grinders, all basic equipment 


(Continued on page 48) 
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term trust sections were included 
in the 1954. Code that a vehicle was pro- 
vided that must be used by everyone in 
order to escape taxes of one kind or an- 
other. To date I do not believe that too 
many of these trusts have been created 
but they may be used for any number 
of purposes such as the following: 


M* PERSONS FELT WHEN SHORT 


1. To provide funds for the education 
of children or grandchildren, 

2. To support a relative. 

3. To finance monetary gifts to chil- 
dren, grandchildren or other indi- 


viduals. 

4. To set up a child in a business or 
profession. 

5. To provide a home for a child and 
his family. 

6. To finance life insurance on a 


child’s life for the benefit of his 
children. 
7. To set up a charitable gift. 


The income that is paid to the bene- 
ficiary of such a trust is chargeable to 
the beneficiary and not to the grantor. 
Therefore, the grantor reduces his in- 
come taxes. If a man were in the 50% 
income tax bracket and he had income 
of $4,000 representing the income on 
securities of $100,000, he would only 
have $2,000 spendable income. Now, if 
the income beneficiary had no other in- 
come and paid the income tax on the 
$4,000, then the tax would be approxi- 
mately $620 and the beneficiary would 
have spendable income of $3,380. Every- 
one says this is a wonderful idea but 
here is one of the pitfalls of the short 
term trust — none of this income can 
be used by the grantor. 

Some might feel at first glance that 
here is a vehicle to put income into the 
hands of children. | believe this is a 
good idea if the children are of age. If 
théy are minors we meet up with another 
pitfall. If any of the trust income is used 
for the support of a minor child it will 
be taxed to the grantor if the grantor 
happens to be the child’s father. This is 

From address before Trust and Banking Confer- 
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true because of a father’s legal obliga- 
tion to support his minor children. Like- 
wise, if the grantor of the trust is the 
child’s grandfather and the income is 
used for the child’s support, the amount 
of income so used will be taxed to the 
child’s father. Certain jurisdictions go 
so far as to maintain that a child’s col- 
lege education is a necessity and the 
father is legally obligated to meet the 
expenses. 

As an alternative to using the trust 
income for the support of a minor child 
it has been suggested that the income be 
accumulated for the 10-year period and 
then have the trust terminate. In this 
case the income would be taxed to the 
trust. However, if at the end of that 10- 
year period the child were still a minor 
I feel certain that the trustee would not 
pay over any sizable sum of accumula- 
tions to the minor but would insist upon 
making payment to a guardian. Here 
then is another pitfall — the possibility 
of a guardianship and its attendant 
problems. 


Five Conditions 


There are five conditions which must 
be met in the creation of one of these 
trusts if the grantor is to avoid having 
the trust income taxed to him. 


1. The trust corpus cannot revert to 
the grantor within ten years of the 
creation of the trust unless the 
beneficiary should die before the 
expiration of the 10-year period. 

2. The grantor cannot retain any 
power to change the provisions of 
the agreement. If the grantor 
wishes to make additions to the 
trust, another problem arises. For 
example, if the trust is created for 
a 10-year period and the grantor 
makes additions to the trust in the 
second year after it is created, any 
income from the added principal 
will be taxed to him, Instead of 
adding to a trust once the 10-year 
period has begun, a separate trust 
should be set up even ‘though the 
purpose of both trusts is the’ same, 
or the trust should be extended for 
a further period to meet the 10- 
year test. 


a) 


3. The grantor may not have any spe- 
cial privileges such as the right to 
borrow on the corpus of the trust 
without adequate security or the 
right to purchase or exchange any 
of the corpus without adequate pay- 
ment or replacement. 

4. The grantor may not revoke the 
trust during the 10-year period. 

5. The grantor may not have the use 
or benefit of the income from the 
trust. 


Assuming the short term trust agree- 
ment is carefully drafted to meet all the 
requirements of the Code, grantor can 
use almost any kind of income-producing 
property to fund the trust — stocks, 
bonds, negotiable notes of his own busi- 
ness, an undivided interest in real prop- 
erty he owns, etc. However, here are a 
few more pitfalls which must be avoided. 


1. When mortgaged property forms 
part of the trust corpus, the trust 
income used to pay the interest and 
amortization on the mortgage might 
be taxable to the grantor. This is 
true because the property will re- 
turn to the grantor ultimately and 
he would benefit from the mortgage 
payments. 

2. When a family partnership inter- 
est forms part of the trust corpus 
the Treasury apparently will not 
approve the short term trust. 

3. When the grantor contributes prop- 
erty to the trust and immediately 
leases it back to himself, again the 
Treasury may not recognize the 
short term trust. 


The grantor can be trustee of a short 
term trust and he can exercise certain 
controls over the corpus even when act- 
ing as sole trustee. He may vote stock, 
sell it or use it to gain control of a cor- 
poration. He can manage real estate. sell 
it or lease it to his own corporation. He 
can license hit own company to use a 
patent or process held in the trust. He 
can exchange bonds for other securities 
of equal value that he owns. He can !)or- 
row from the trust provided he repays 
the loan and interest by the end of the 
trust’s taxable year. 

This sounds as though the gravtor 
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could use the trust property as his own. 
But here is the pitfall — the grantor may 
exercise these powers only in the fiduci- 
ary capacity. He must use them in the 
besi interests of the person for whom he 
created the trust — not for himself. 


Impact of Other Taxes 


The Federal gift tax must be consider- 
ed when one of these trusts is established. 
A short term trust makes a gift of the 
income to the beneficiary for the period 
of the trust. Based on Treasury tables, 
the gift of the income from a trust cre- 
ated for 10 years is worth 29.1% of the 
value of the corpus. In other words, if 
a 10-year trust of $100,000 is created, 
the value of the gift of the income 
would be $29,100. Therefore, if a per- 
son has used up his $30,000 lifetime 
gift tax exemption he might find him- 
self paying a gift tax. If this is the case 
it should be considered in the over-all 
tax saving to be accomplished by creat- 
ing the trust. Also consideration should 
be given to using the lifetime exemption 
to give away income presently rather 
than to use such exemption to give away 
principal at a later date in order to mini- 
mize estate taxes. The $3,000 gift tax ex- 
clusion will apply in those cases where 
the trust income is paid to the income 
beneficiary and not accumulated. The 
marital deduction provisions of the gift 
tax law are applicable to short term 
trusts as they are to any other gifts. 

The grantor of a short term trust has 
the right to have the property returned 
to him when the trust period ends. This 
is a taxable right in his estate. If he dies 
before the trust terminates and the en- 
tire property is returned to him, his re- 
versionary right — for estate tax pur- 
poses — is less than the total value of 
the trust property. For example, if the 
grantor were to die during the first year 
that the trust was created, for every $100 
value of the corpus $70.89 would be 
taxed in the grantor’s estate. If the trust 
still had five years to run when the 
grantor died, every $100 of valuation of 
corpus would be valued at $84.20 in the 
estate tax return of the grantor. Thus 
there is a possibility that if he dies dur- 
ing the trust period the grantor’s estate 
taxes may be less than if he had not cre- 
ated the trust. 

One more tax must be considered in 
connction with a short term trust — the 
capiial gains tax. When any of the as- 
sets -re sold, gain or loss is realized by 
the s-antor of the trust and not by the 
incoe beneficiary. This is understand- 
able .ince normally any capital gain is 
adde | to principal and in a short term 
trust this principal will ultimately be re- 
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turned to the grantor. Here then is an- 
other pitfall of the short term trust — 
the taxing of capital gains to the grantor 
— whether or not he is the trustee. This 
pitfall can be avoided if the agreement 
provides that capital gains and losses be 
treated as income and be given to or 
charged against the income beneficiary. 


State Laws 


In creating a short term trust one can- 
not violate State laws. In many states 
the duration of a trust must be expressed 
in terms of a person’s lifetime instead of 
a number of years. However, the trust 
may be made to conform to such laws by 





oe a 


providing that the property shall be held 
in trust only until the beneficiary attains 
a certain age. Again, some state laws 
prohibit accumulation of income for an 
adult. Spendthrift clauses, too, must be 
in accordance with the State laws. 


Personal Equation 


Up to this point we have considered 
some of the technical and tax aspects of 
the short term trust and have noted some 
of the pitfalls. Of even greater impor- 
tance than any of these matters are the 
personal aspects to be considered before 
creating a short term trust. Can the gran- 
tor safely part with income for a 10- 
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year period? Upon the grantor’s death 
will his wife and family be able to live 
without this income? 


In one case a short term trust was 
suggested to a doctor but his personal 
situation caused his attorney to advise 
against the creation of such a trust. The 
doctor, a well known surgeon, was in 
his late thirties. He was in the 80% in- 
come tax bracket so it seemed most ad- 
visable to set up short term trusts for 
his two children and thus reduce his in- 
come taxes. He had approximately $100,- 
000 in marketable securities and $250,- 
000 of life insurance. He also owned his 
own home worth approximately $60,000, 
subject to a mortgage of $30,000 which 
would be paid off by insurance in the 
event of his death. We can see that the 
only income-producing property the doc- 
tor could use to create a trust would be 
his $100,000 of securities. If he placed 
these securities in a 10-year trust and 
directed that the income be accumulated 
for the benefit of his children and he 
then died during the 10-year period, it 
might well be that the income would be 
needed after his death for the care and 
support of his family. Further, if the 
doctor became ill and the income from 
his profession stopped he would prob- 
ably need a great part of his $100,000 
to pay the premiums on his life insur- 
ance and to support himself and his fam- 
ily. One might say here that the doctor 
did not have to create a trust for $100,- 
000 but probably only $30,000. That is 
true but his attorney felt that in the 
doctor’s personal situation the possible 
small income tax saving did not war- 
rant the risk to himself and his family. 


One of the more popular suggested 
uses for a short term trust is the pur- 
chase of insurance on the life of a minor 
child. Under this plan the trust income 
is used to pay the insurance premiums 
and upon the termination of the trust the 
life insurance policies are turned over to 
the child or used for the education of 
the child. Where the trust income is used 
to purchase life insurance (or where 
trust income is accumulated) the income 
tax savings will be less than where the 
income is paid out because a trust is al- 
lowed an exemption of only $100 rather 
than the individual exemption of $600. 
Such a life insurance arrangement may 
have merit in certain situations but 
again the’ personal aspects must be re- 
viewed. Can the grantor afford to tie up 
the assets needed to fund the trust for a 
10-year period? Will the child be old 
enough to assume the responsibility of 
ownership of the insurance at the end 
of the 10-year period? 


Effective Uses 


Despite the foregoing remarks, I do 
believe the short term trust is an effec- 
tive tool in estate planning. It is an ex- 
cellent vehicle to use when a person with 
ample resources and in a high income 
tax bracket is contributing to the sup- 
port of another. An example is the case 
of a man with $500,000 in securities 
who is contributing $3,000 a year to the 
support of his mother. In addition to in- 
come from his securities this man has a 
salary of $25,000 a year and is in a 
50% income tax bracket. He could cer- 
tainly create a short term trust for the 
benefit of his mother because there 
would be a substantial savings in income 
taxes even if he placed only $75,000 or 
$100,000 in such a trust. The balance of 
his assets would still be adequate for the 
support of his wife after his death and 
until such time as the trust for his 
mother terminated. It might be better 
estate planning, considering the desires 
of the individual, to create an irrevoc- 
able trust with the income being paid 
first to the mother and then to the wife 
and the principal eventually going to 
the children. This would then save not 
only income taxes but also estate taxes. 


A very special form of short term trust 
useful to certain people is the irrevocable 
trust for charity. If the beneficiary is a 
church, educational organization or hos- 
pital the trust period may be as little as 
two years. The income paid to a desig- 
nated charity is not included in the 
grantor’s gross income and will not be 
taxable to him for this period. At the 
same time the trust can take a deduction 
for all amounts paid to the charity. As an 
illustration suppose your alumni fund is 
seeking contributions for your alma 
mater. If you decide to do your share, all 
you have to do is formally declare your- 
self trustee of an irrevocable 2-year trust 
and pay the income to your college. At 
the end of the 2-year period the trust 
corpus will revert to you but during 
that period you will pay no income tax 
on the amounts given to your college. 

The short term trust has a definite 
place in estate planning in a number of 
special situations. It is, however, not a 
simple device to be suggested to every 
individual. First it should be definitely 
established that there is a need for a 
short term trust in the individual’s es- 
tate arrangements and that such indi- 
vidual can afford to create such a trust. 
Then, if a short term trust is indicated, 
it is imperative that a competent attorney 
well versed in trust and tax law prepare 
the trust agreement to avoid the pitfa'ls 
I have pointed out. 
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The Role of Trusts in 


Life Insurance Planning 


ROBERT M. BARTON 


Wood, Voegelin & Barton, Los Angeles, California 


minor children. He is a successful 
business executive with $40,000 of life 
insurance. Recently he has been think- 
ing of increasing the coverage. This has 
prompted him to study some of the al- 
ternative ways in which the proceeds can 
be used to provide for his family. He 
wants the plan he adopts to be so flexible 
that he may easily change or revoke it 
in the future. 


j hors ABLE IS MARRIED AND HAS TWO 


Settlement Options vs. Trust 


Some trust advantages are: unified 
handling of proceeds from diverse polli- 
cies, discretion in trustee to invade prin- 
cipal to meet emergencies, protection of 
beneficiaries from unwise investments 
or ill-advised loans, availability of a 
controlled fund to pay death taxes, pos- 
sibility of merging life insurance pro- 
ceeds with residue of estate in a single 
unified trust fund, avoidance of a sec- 
ond tax on amount remaining on death 
of surviving wife, flexibility in making 
unequal payments based upon respective 
needs of minor beneficiaries, “sprin- 
kling,” accumulations of income to save 
income taxes, possible avoidance of 
necessity of formal guardianship for 
minor beneficiaries, continuity of man- 
agement of funds after death of wife, 
greater leeway in use of marital deduc- 
tion. The cardinal advantage is flexibil- 
ity. 

Deferred payment settlement options 
come in splendid variety. They are at- 
tractive to the insured who wants: great- 
er certainty, regularity of payment, pre- 
determined control of payments, no ad- 
ministrative expense in deferred pay- 
ments, possibility of greater security, 
fixed promises to pay interest at a pro- 
mised rate, use of $1,000 annual income 
tax exemption on “interest” income to 
surviving spouse. The cardinal advan- 
tage of the deferred payment settlement 
option is certainty.* 

Economically speaking, the trust ar- 
rangement offers a greater potential 
yield, but it also offers the opposite if 
the funds are poorly invested. It offers 

1For a comprehensive discussion of settlement 


options see Redeker & Reid, Life Insurance Settle- 
ment Options (1957). 
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This article is an updated version of a 
paper presented at the 1958 Annual 
Forum sponsored by Title Insurance and 
Trust Company of Los Angeles and is 
published with its permission. 








an opportunity for capital appreciation 
which the settlement option does not. 
It also offers the opposite. A settlement 
option based on mortality of the life an- 
nuitant may be more productive if the 
annuitant outlives tabled life expectancy. 
Again the opposite is true if untimely 
death takes the annuitant. In the final 
analysis, the economic prognostication 
must be made by the insured. If he pre- 
dicts long continuing inflation, he will 
favor the trust. If he wants greater se- 
curity and guaranteed payments, he will 
favor the settlement options, 

John Able has chosen the trust for a 
portion of the life insurance proceeds. 
He expects his wife to receive cash from 
other sources including social security 
payments, a portion of the life insurance 
proceeds pertaining to her community 
property, some group life insurance 
benefits and payments from an employ- 
er’s pension trust. His decision is con- 
sistent with the advice of the authors of 
a leading text on estate planing who sug- 
gest the trust when insurance approach- 
es $50,000.” 

In naming the beneficiary of his trust- 
destined insurance, Mr. Able may: 


(a) Name his estate, so that the pro- 
ceeds may pass through his estate 
into a testamentary trust to be 
created by his will. 

(b) Name the trustee of the testamen- 
tary trust. 

(c) Create a revocable inter vivos in- 
surance trust now, naming the 
trustee as beneficiary. 


Tax Considerations 

1. Federal Estate Tax. The portion of 
the insurance proceeds attributable to 
his community interest and his separate 
interest, if any, in the policies is includ- 
ible in his gross estate.* 

*Shattuck & Farr, An Estate Planner’s Hand- 
book (2d ed. 1953). 

3Int. Rev. Code of 1954, §§2042, 2038. No con- 


sideration is given in this paper to irrevocable 
inter vivos trusts. 


2. State Inheritance Tax. Proceeds 
paid to named beneficiaries enjoy a 
$50,000 exemption .under California 
law, but if paid to the insured’s estate 
they are fully taxable. If paid to a trus- 
tee they do not qualify for the exemp- 
tion to the extent they are “used for the 
benefit of the estate.””* 


An interesting question, not decided 
by a reported case in California or any 
other state, is what is meant by “benefit” 
in this context? Suppose the trustee is 
authorized, in its discretion, to use the 
proceeds to loan money to the estate, or 
to purchase assets from the estate. Such 
a provision would enable the trustee, in 
the interests of common beneficiaries, to 
save the estate from loss occasioned by 
a distress sale of estate assets to raise tax 
money. Is this the kind of “benefit” 
which would disqualify claim of exemp- 
tion? It should not, if the trust gets its 
money’s worth.°® 

If John Able expects his executor to 
have a cash problem, he would do well 
to give the trustee authority to make 
such an arrangement. He would proba- 
bly be safe in vesting the trustee with 
discretionary authority to pay the taxes 
and debts of the estate, recognizing that 
“to the extent that the proceeds are used 
for the benefit of the estate” the exemp- 
tion would not apply. 

3. Income Tax. If the life insurance 
proceeds are subject to income tax at all. 
the existence or nonexistence of the trust 
will not change the result. Since the trust 
creates a different set of legal relation- 
ships than payment under a deferred 
payment settlement option, the tax upon 
income produced by the proceeds is dif- 
ferent. For example, the trust may ac- 
cumulate income or “sprinkle” it; it may 
have a different fiscal year from the es- 
tate or the beneficiaries; it may distrib- 
ute income at different times — all caus- 
ing varying income tax results. These 
factors are not peculiar to life insurance 
trusts, but apply to trusts generally. 

The use of a trust denies to a surviv- 

4California Revenue and Taxation Code, §§137°'- 
13724. ' 

5I am informed unofficially that this is the vi: * 


of the California. inheritance tax attorneys in L's 
Angeles. 
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ing spouse the advantage of the $1,000 
annual “interest” exclusion which is 
available if the spouse receives payment 
under an installment payment option.® 

4. Gift Tax. If the insured creates a 
revocable inter vivos trust there is no 
tax because no gift is completed. If the 
life insurance has been purchased with 
community funds, his wife may have 
made a taxable gift if she permits her 
share to go to others. 


Payment to Estate or Testamentary 
Trustee? 


Payment of the proceeds to the estate 
is easy enough to do. It is safe and sound 
legally, but it has its drawbacks. It swells 
the estate upon which statutory admin- 
istration fees are calculated. It subjects 
all the proceeds to the claims of credit- 
ors against the estate. During probate 
the income producing potential is lim- 
ited because the executor or administra- 
tor has very narrow limits of investment 
authority. The intended use of the pro- 
ceeds may be delayed by reason of a 
‘slow moving probate. The executor can- 
not exercise the discretions of a trustee. 
It exposes to public view to a greater 
extent the scope of the decedent’s affairs. 
No inheritance tax exemption is avail- 
able. 

Why not by-pass probate administra- 
tion by providing for payment to the 
“trustee under the trust to be created by 
the decedent’s will? Will this not only 
achieve a unified trust estate but also 
avoid the inheritance tax and adminis- 
tration expenses which attend payment 
to the executor? Possibly, but far from 
certainly. 

The problems are both technical and 
fundamental. Among the technical ones 
are: Do you name as policy beneficiary 
a particular trustee named in a will of 
a specific date? Do you simply desig- 
nate “the trustee of my last will” or 
specify the trustee by name? What if 
the insured changes his will and forgets 
to change the policy designation? What 
if no will is admitted to probate? Sup- 
pose two testamentary trusts are created, 
where should the proceeds go? How can 
the delay of a possible will contest be 
avoided? 

The more fundamental problems cen- 
ter principally around two questions: Is 
an inter vivos trust (and therefore separ- 
ate) created in the first instance? If the 
will is in existence when the designation 
is made and is specifically identified, the 
conclusion may properly be reached that 
a present trust has been established. If 
no present trust is established, then are 
not the proceeds really just a part of the 


®Int. Rev. Code of 1954, §101(d). 
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estate, since it is the will (operative only 
on death) which determines their des- 
tination?* If the proceeds are deemed a 
part of the estate, then the intended sav- 
ings of inheritance tax and administra- 
tion expenses can not be expected to 
eventuate. And finally, which court do 
you go to in matters affecting the life 
insurance proceeds? 


Insurance companies are now gener- 
ally willing to permit the designation of 
a testamentary trustee as beneficiary. 
However, one should not be misled into 
thinking that this wilingness reflects 
their conviction that the desired econ- 
omy, unity and inheritance tax savings 
will be achieved. I surveyed the practice 
of fifteen of the leading companies doing 
business in California. All permit such a 
designation, but every one required that 
in the alternative the executor or admin- 
istrator may be paid and that the com- 
pany be exonerated from further liabil- 
ity if it makes a good faith payment to 
either. The beneficiary clause varies 
widely from company to company.® 


The naming of a testamentary trustee 
as beneficiary may bring about some 
pioneering in a legal wilderness. 


Revocable Insurance Trust and 
Pour-Over 


This route offers the best solution. 
The promise of the life insurance com- 
pany (a contractual obligation) to pay 
the trustee is generally considered to be 
a sufficient res to create the trust.® The 
fact that the trust is freely revocable and 
amendable and that the insured reserves 
powers to borrow, change beneficiary, 
pledge, etc. should not, in the absence of 
fraud, invalidate the trust.1° Since the 


7For a complete exposition and bearish (but 
sound) conclusions see Lawthers, Testamentary 
Trusts as Beneficiaries Under Life Insurance Poli- 
cies, 9 J. Am. Soe’y. C.L.U. 307 (1955). The same 
subject is also covered by Mr. Lawthers in 94 
TRUSTS AND ESTATES, 826 (1955). As a companion 
article in the same issue see Schipper, Designating 
Trustee Under Will as Beneficiary of Insurance, 
p. 819. Pennsylvania has recently enacted curative 
legislation which may meet all but the inheritance 
tax problem. Discussion of it appears in Cooper, 
Testamentary Trust for Insurance? 97 TRUSTS AND 
ESTATES 113 (1958). 

8Many of those surveyed refuse to name an alter- 
native beneficiary other than the estate of the de- 
cedent largely because of the fear that if the testa- 
mentary trustee designation is invalid, the insur- 
ance proceeds may legally belong to the estate. 

®A thoughtful analysis of the res question is con- 
tained in Smith, Personal Life Insurance Trusts 
§14 (1950). See also 53 A.L.R. 2d 1112 (1957); 
Shaw v. Johnson, 15 Cal. App. 2d 599 (1936); 
Mahoney v. Crocker, 58 Cal. App. 2d 196 (1943). 
Some lawyers, fearing that the company’s promise 
may be challenged as an “‘expectancy”’ rather than 
a present interest have required, where possible, 
that the ownership rights in the policy be assigned 
to the trustee. This gives greater substance to both 
the res and the trustee’s duties, which are none 
too active during the trustor’s lifetime. It is a good 
practice for the trustee to have custody of the poli- 
cies in any event. 

10See Nossaman, Trust Administration and Taxa- 
tion, c. V; Scott, The Law of Trusts §§57.3, 57.4 
(2d ed. 1956). 


trust is unfunded, premiums will be paic< 
by the insured as before. 

In order to save possible expense and 
trouble the insured may want to nam 
himself as trustee during his lifetime 
with provision for a successor upon his 
death. This appears possible but is noi 
desirable."! If he does it, care should he 
taken that he formally establish fiduciar, 
capacity, make the existence of the trust 
known to the named successor and take 
no later action inconsistent with his 
fiduciary position. 

Mr. Able may very much want the 
simplicity and economy of a unified 
trust administration, that is, a merger of 
the inter vivos insurance trust with pro- 
bate property he wishes to be placed in 
trust. There are two alternatives: (1) a 
pour-over will which provides that part 
of the estate be distributed to the trus- 
tee of the inter vivos insurance trust: 
(2) a pour-over trust, that is, a direction 
in the declaration creating the inter 
vivos trust that the trust estate be paid 
over at some appointed time to the trus- 
tee of his will-created trust. 


Suppose a person provides in his duly 
executed will that his land is to go to 
the persons he names in a memorandum 
which he will write privately and put in 
his safe deposit box. The devise is in- 
effective because the memorandum. not 
then in existence, has not been executed 
with the required formality. It is an at- 
tempted substitute will. Suppose Mr. 
Able provides in his will that the residue 
of his estate is to go to a trust to be held 
and distributed in accordance with the 
terms of an inter vivos trust declaration 
he expects to draft. This provision of 
the will would probably fail for the same 
reason. The situation changes if he re- 
fers to a trust declaration in existence 
at the time he executes his will and uses 
language in the will which shows his in- 
tent to incorporate the terms of the de- 
claration in his will. The language of the 
declaration will be held under California 
law to be a part of his will.12 He has 
saved paper work but has not merged 
the two trusts. He has simply created a 
testamentary trust. 

If the will provides for distribution to 
the inter vivos trust with words showing 
an intent not to incorporate by reference 
or create a second trust but an intent 
that the proceeds be poured over into the 

1A person may be the trustee of the trust he 
creates. Scott, The Law of Trusts §§17.1, 28 (2d 
ed. 1956). However, this may give rise to problems 
of proving that the insured really did intend to 
create a present trust. In the case of the revocable, 
unfunded life insurance trust where the important 
functions of the trustee arise on the death of the 
insured, it seems better as a practical matter to 
name the trustee who is going to do the real work. 


1#2Estate of Willey, 128 Cal. 1 (1900); Simon v. 
Grayson, 15 Cal. 2d 531 (1940). 
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one existing trust, it is probable that the 
intended result will be effected in Cali- 
fornia,!® even though the inter vivos 
trust is one which could have been re- 
voked or changed after the execution of 
the will. The result can be justified by 
reliance on the doctrine of “indepen- 


dent significance.”!* This doctrine is 


exemplified in such cases as those which 
uphold a bequest to “the persons who 
are my servants at the time of my 
death.” The employment is considered 
to be a nontestamentary act having in- 
dependent significance and not a substi- 
tute for the will. If the inter vivos trust 
is amended after the will is executed, 
Mr. Able will improve the chances of 
success if he republishes his will. The 
whole problem is exhaustively analyzed 
in the articles cited in the footnote.’® 
The other side of the coin is a pour- 
over trust. Logically, there would seem 
to be no reason why the desired unity 
could not be achieved by directing the 
inter vivos trustee to distribute to the 
testamentary trustee at some appointed 
time. Such a plan would envision a testa- 
mentary trust provision authorizing the 
trustee to accept such additions. One 
practical reason for not trying this may 
be jurisdictional confusion. If they are 
held in two separate funds under the 
aegis of the single trustee, the practical 
result is little different than two trusts. 


Legislative Solution 


The general law problems loom larger 
than the tax questions in this context. 
Some may wish to consider the possi- 
bilities of advocating remedial or clari- 
fying legislation. The Wisconsin legisla- 
ture appears to have met the problem of 


Cf, Wells Fargo Bank & Trust Co. v. Superior 
Court, 32 Cal. 2d 1 (1948); 22 So. Calif. L. Rev. 
205 (1949). 

“The leading exponent of the correctness of the 





doctrine as applied to pour-overs to intervivos 
trusts is Professor Scott. The Law of Trusts 
§§54.2, 54.8 (2d ed. 1956). The Supreme Court of 


Indiana has recently applied his views to an insur- 
ance trust. State v. Superior Court of Madison 
County, 138 N.E. 2d 900 (Ind. 1956). A cautious 
draftsman may decide to provide for the indepen- 
dent significance pour-over but with the further 
provision that if the gift is held invalid, the prov- 
erty will go to a parallel testamentary trust hav- 
ing stated terms. He should also be mindful that 
if the words he uses are construed as an incorpo- 
ration by reference, then no pour-over is possible. 
The result would simply be the creation of a tes- 
tamentary trust and no merger. If he wants. to 
rely on the doctrine of independent significance, 
he should expressly negate an intent to incorporate 
by reterence. 

bThese studies contain repeated warnings about 
the uncertainties: Lauritzen, Pour-Over Wills, 95 
TRUsTts AND ESTATES 992 (1956); Scott, Pouring 
Over, 97 TRUSTS AND ESTATES 189 (1958); Tracht- 
man, Pour Overs, 97 TRUSTS AND ESTATES 416 
(1958); Lauritzen, Can a Revocable Trust Be In- 
corporated by Reference?, 45 Ill. L. Rev. 583 
(1950); Palmer, Testamentary Disposition to the 
Trustee of an Intervivos Trust, 50 Mich. L. Rev. 
33 (1951); Wilkerson, Testamentary Gifts to 
Amendable Trusts, 42 Ky. L. J. 702 (1954); note, 
63 Harv. L. Rev. 543 (1950); Shattuck and Farr, 
An Estate Planner’s Handbook, (1953) §16; 8 
A.L.R. 2d 614 (1949); 21 A.L.R. 2d 220 (1952). 
Wis. C. 73, Laws of 1955. 
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the designation of a testamentary trustee 
as beneficiary.1® 

Legislation concerning the pour-over 
has recently been enacted in several 
states.17 A California State Bar commit- 
tee is working on a proposal to obviate 
the jurisdictional questions created by 
the outside contribution to a testamen- 
tary trust.1® Thoughtful legislation could 
erase some of our question marks. 

7Ore. Laws 1957, c. 345; Conn. Laws 1957, ec. 
575; Ill. R. S. c¢. 3 §194(a); Neb. Laws 1957, c. 
113; Wyo. Laws 1957, c. 180; Del. Laws 1957, H.B. 
216; Ind. Stat. Ann. §6-601; N. C. Gen. Stat. §§31- 
47; Wis. Stats. §231.205; Pa. Comments on some of 
these appear in 69 Harv. L. Rev. 1147 (1956); 
Lauritzen, Pour-Over Wills, 95 TRUSTS AND Es- 
TATES 992 (1956). 

1833 Calif. State B. J. 179 (1958). 





Biennial Trust Forum 


The Trust Section of the Delaware 
Bankers Association held its 7th bien- 
niel trust forum on November 19 at Do- 
ver, featuring a panel discussion. Mod- 
erated by T. C. Davis, Jr., secretary of 
the Bank of Delaware, the panel includ- 
ed: William Bradford, Jr., comptroller 
and Frank R. Shippen, assistant vice 
president of Wilmington Trust Co.; 
James J. McKeough, assistant vice presi- 
dent of the Bank of Delaware; and 
Lawrence F. Meehan, assistant vice presi- 
dent of Delaware Trust Co. 

Dinner speaker was C. A. Fulmer, 
principal, Wilmington High School. 
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The American Bar Association, referring to a news- 
paper advertisement prepared by PURSE for a 
customer trust institution, recently said: 


“This is excellent advertising 


... The individual 


lawyer, as you know, is not permitted to advertise. 


Therefore, the Bar is most grateful to those banks 


which, by their advertising, educate the public 


with reference to the functions of the lawver in 


these (trust) matters.” 


The friendship of the Bar is a valuable asset to any 
trust institution. PURSE understands this and fosters 
such friendship through the advertising material it 
creates to promote trust service. 


Write or telephone us for more details. 
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OUTLOOK FOR PROPERTY AND 
LirE COMPANIES MIXED 


Insurance executives entered 1958 
with cautious optimism but the market 
for insurance stocks had already begun 
to reflect a more wholesome degree of 
optimism. The first quarter turned out 
to be the nadir of the underwriting 
cycle and by March 31, insurance stocks, 
as a group, had already risen 14% 
from the 1957 year-end. The second 
quarter produced underwriting profits 
for some of the property carriers al- 
though automobile claims on the East 
coast continued to rise. During the sec- 
ond quarter, the average insurance stock 
marked time. By the time third quarter 
results were made public, there was lit- 
tle doubt that the majority of fire and 
casualty companies were definitely 
emerging from the throes of the worst 
3-year underwriting period in history. 
After a 3-year absence, the general pub- 
lic was again looking at insurance stocks 
and this pent-up demand upon a rela- 
tively small floating supply sent stocks 
sky-rocketing. By year end the average 
fire and casualty stock had risen nearly 
45°~ in price and the reinsurance stocks 
65':. The D-J Industrials rose 35%. 

While no one looks forward to such 
underwriting losses as have been wit- 
nessed, nevertheless certain long term 
benefits do accrue. Tighter underwriting 
standards and tighter control of ex- 
penses make for better long term profit 
in this industry which is without the 
problems faced by other enterprises, 
such as inventory, plant, obsolescence 
an! product replacement or substitu- 
tion. During this dismal period, com- 
pany after company reexamined their 
eniire book of business. Agencies were 
caiicelled, poor territories were elimi- 
nated and staffs were pruned. 

Concurrent with these steps, rate in- 
creases on poor lines were granted in 
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nearly all jurisdictions. Studies showed 
that the stock agency companies were 
operating more efficiently than their di- 
rect writing or mutual counterparts and 
only the matter of commissions separ- 
ated them. To combat this, commissions 
were cut on some coverages and the 
sale of 5 year term policies was halted. 
To more effectively compete for the 
mass market many stock companies cut 
red tape, issued continuous policies, ini- 
tiated direct billing, eliminated credit 
transactions, founded or recast existing 
subsidiaries to write low cost auto poli- 
cies, certain policies were withdrawn 
from the market, notably Homeowners’ 
“C,” while coverage on others was made 
less broad. More fire and casualty com- 
panies went into the life insurance busi- 
ness as the trend to all line underwriting 
became more pronounced. Additionally, 
rating bureaus got “tougher” with in- 
surance commissioners, and other asso- 
ciations actively sought to reduce acci- 
dents and fires through more effective 
safety education. 


A return to the normal profit margins 
of only a few years ago — now con- 
sidered attainable — would mean that 
the average fire and casualty stock is 
currently selling for less than 10 times 
potential earnings. The return of under- 
writing profits should signal a round of 
dividend increases since dividends now 
absorb only about 60° of after-tax in- 
vestment income. About 9 out of 10 
fire and casualty insurance stocks sell 
below break up values with some selling 
for as little as 35 cents on the dollar, 
whereas in normal times the gap closes 
appreciably. A return to normalcy will 
bring about the consolidation of smaller 
units which had to be postponed during 
the dark days since no one wanted to 
merge or sell out “at the bottom.” 

The life insurance industry again 
broke all previous records, posting sales 
of $651 billion, with insurance in force 
of about one half trillion dollars. Assets 
now exceed $107 billion. Despite the 
spectre of increased federal income 
taxes, life stocks rose 50%. The treas- 
ury revealed last April it favored a new 
approach to taxing both excess invest- 
ment income and so-called underwriting 
profits. Hearings in Washington in 


November brought out additional de- 
tails. The previously solid front of life 
companies was broken by a group of 25 
large and small mutual companies who 
advocated a different method of taxation 
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to apply to “non-profit” life companies. 
The Treasury has now promised to 
formulate a bill for early consideration. 
Whatever its final form, it seems plain 
that the aggregate tax to be paid by the 
life industry will rise 30% to 40%. 
The life industry seems to be headed 
into problems just as the property car- 
riers are emerging. Beside the effects of 
certainly higher federal taxation, in- 
tense competition has forced companies 
to give broader coverage at lower rates. 
One very large company has just with- 
drawn its full reserve, first year cash 
value contract because its management 
felt “it could not be sold for the long 
term on an economically sound and 
socially proper basis.” This policy was 
accounting for 31% of its current sales. 
Lapse ratios on “bank loan” policies 
have been very high and have resulted 
in substantial losses. Other life com- 
panies threatened agency cancellation if 
agents sold mutual funds. A new mor- 
tality table was adopted and will go 
into effect gradually over the next 6 
years. In view of somewhat lower profit 
margins anticipated over the foreseeable 
future and the general slowing down in 
the growth of earnings, life insurance 
stocks may well be headed toward a 
period of fundamental reappraisal. 
GeorceE T. STEWART 
BLYTH & CO., INC. 


A.T.&T. — New Growru Stock? 


An easy way to grow wealthier in 
1959 is American Telephone. When the 
stock is actually split and available to 
the average investor at $70 to $80 per 
share, | think demand will be avid and 
it will go to 100, possibly more. At 100 
for the new stock, Telephone would 
yield 3.3% which is the same as some 
utilities and smaller telephone compan- 
ies. While these have expanded much 
more rapidly than A.T.&T., American 
Telephone’s growth rate is quite amaz- 
ing too. Year-to-year increases in earn- 
ings from 1948 through 1957 were 
usually well over 10% and only twice as 
low as 5%. This vitality justifies a high 
P/E ratio with the dividend increase. 

When one considers that the company 
has never reduced its dividend and that 
after 37 years it has raised it and that it 
might not wait so long to do it again, a 
case can be made that investors 
should prefer the yield they get from 
Telephone stock to what they get from 
a long term U.S. Government bond. 
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Thus, a price of 100 for the new stock 
— or 300 for the present — is not just 
a high price, it is also a reasonable one. 
The bottom for Telephone by 1959 could 
be estimated at 200. Thus the stock 
now represents an estimatable 10% 
risk of capital depreciation against 33% 
possibility of gain. It seems to me that 
one’s chances of adding substantially to 
his fortune in 1959 are about as good 
in American Telephone as they are in 
some of the most dynamic specialties 
and cyclical stocks, while chances of loss 
are much less. 


WALTER K. GUTMAN 
SHIELDS & COMPANY 


ENIGMA OF CONSUMER DURABLES — 
AUTOMOBILES 


There seems to be no question in any- 
one’s mind that 1959 automobile pro- 
duction will exceed the 4.3 million of 
1958 — the only question is by how 
much, with estimates ranging from 
about 4144 million to more than 6 mil- 
lion. 

The sharp decline in automobile sales 
in 1958 doubtless had more to it than 
the reluctance to spend in a doubtful 
period. The American consumer appar- 
ently has not liked the wares he was 
offered; he has been annoyed at the 
industry because of costly operation of 
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new cars, equipment failure, gadgets and 
gimcracks, service difficulties, etc. In ef- 
fect, he has apparently been convinced 
that he is not compensated in value re- 
ceived for higher prices. 

Some of these faults ostensibly will 
have been corrected in the new models, 
particularly with respect to economy of 
operation and maintenance (if one be- 
lieves the ads). And, although prices 
have again been raised moderately, the 
net cost of “trading up” to a new car 
may increase little, if at all. This is be- 
cause the supply of used cars is not 
great and the demand has risen sub- 
stantially. Therefore the potential buyer 
can get more for his “old bus” than 
he could for the same vintage car a 
year ago. 

The latest University of Michigan 
survey of consumer intentions indicates 
no substantial pickup in new car acqui- 
sitions, but a lively interest in used 
cars. Quite possibly a sizable increase 
in new-car demand may have io await 
the introduction of smaller models anti- 
cipated in the 1960 line, which could 
conceivably bring about a shift from 
the apparent present preference for used 
cars. But anticipation of the introduc- 
tion of smaller cars could meanwhile 
act to retard purchases of 1959 models. 

The automobile is the largest item in 
consumers’ discretionary purchases; au- 
tomobiles are normally close to half the 
value of all consumer durable goods 
sold. Further, the decline in automobile 
paper since the end of 1957 has been 
greater than that in installment credit 
as a whole. With the slow production 
start on new models, it is difficult to 
gauge consumer acceptance. But there 
are certainly factors mitigating against 
any such expansion of production and 
sales — at least prior to 1960 — as took 
place between 1954 and 1955, 

However, the outlook for other con- 
sumer durable lines seems less clouded. 
If our assumptions are correct (1) that 
the consumer is more likely to want to 
upgrade his possessions, (2) that prices 
of necessities are likely to remain fairly 
stable, and (3) that credit will be avail- 
able for his use, then the long-suffering 
appliance and home-furnishings indus- 
tries could do a great deal better. They 
seem likely to do well even if automo- 
bile sales exceed current expectations — 
all classes of consumer durables per- 
formed well in 1955. And to the extent 
that consumers continue to resist the 
pressure to buy a new car, there couli 
be a substantial spillover into other dur- 
able lines, particularly since in most 0: 
these the price tags seem attractive. 
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“So then U.S. Steel invested $770 million in us” 


An American baby is born every eight seconds—11,000 every day—4,000,000 a year. Our population will 
soon be over 200 million. And as our population grows, our production must grow. We’ll need millions of 
new homes. . . new schools and hospitals . . . new highways to carry 75 million motor vehicles by 1970 
. . . not to mention countless appliances and conveniences that haven’t even been invented yet! 

No temporary setback can stop the growing needs of our population. That’s why United States Steel 
has gone ahead with expenditures totaling $770 million to provide more and better steels for tomorrow’s 
" citizens. This is the practical way that we’ve demonstrated our faith in the future. 

id j USS is a registered trademark 


of (iss) United States Steel 
1 | 
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Seventh Annual Symposium Sees 


More Business Recovery In 1959 


Greater Need for Caution in Equities 


EASURED BY THE D-J INDUSTRIAL 
M average, stock prices at the start 
of the New Year were poised roughly 
midway (583.65) in the 1959 range of 
650-500 estimated by participants in 
Trusts AND EsTaTEs’ seventh annual 
review of trustee investment opinion. 
These investment officers of 60 repre- 
sentative trust institutions in all sections 
of the United States look for continued 
demand for high-quality equities at ris- 
ing prices, based upon the outlook for 
better profits and higher dividends to 
stockholders. 

The unanimous expectation of en- 
larged net in comparison with 1958 is 
to be expected but 46 respondents now 
believe that dividends will rise also. 
One year earlier, this survey correctly 
foretold the earnings decline but 36 of 
the 60 trustmen were at that time unduly 
pessimistic about maintenance of divi- 
dends which nevertheless held steady. 

The range of 650-500 represents ma- 
jority opinion, the high side covering 
the views of 53 officers, while the low 
end spans the estimates of 46. On the 
optimistic scale, only six guesses exceed 
650 with a top of 750, while 13 down- 
side adherents think 500 might be 
broken, with one extremist each at 400 
and 350. (One expressed no opinion). 

Current price-earnings ratios, in many 
cases at record peaks, have heightened 
trustee caution in selecting equities 
which appear to meet the tests of not- 
too-unreasonable present evaluation and 
prospects for good future performance. 
Once more the petroleum stocks have 
assumed their position of leadership as 
the favorites of 35 institutions, followed 
by chemicals (26), steels (20) elec- 
tronics and supplies (18), and life, fire 
and casualty insurance companies (16). 
Electric utilities number 15 adherents, 
as do office equipment and electrical 
computers, followed by paper and pulp 
with 12. Natural gas production and 
transmission, building supplies, drugs 
and aluminums rank in that order. Still 
lower on the list appear non-ferrous 
metals, miscellaneous machinery, rail- 
roads and rail equipments, banks, retail 
merchandising and rubbers 
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LONG-TERM FAVORITES 


Addressograph- 
Multigraph 
Aetna Life Ins. 
Aerojet 
Alberta Gas Trunk 
Line 
Alcoa 
Allied Chemical 
Aluminium Ltd. 
Amerada Petrol. 
Amer. Home Prod. 
Amer. Cyanamid 
American Potash 
Amer. Trust Co., 
San Francisco 
Ampex 
Atlantic Refining 
Burroughs 
Clark Equipment 
Colo. Interst. Gas 
Conn. General Life 
Corn Products 
Continental Can 
Continental 
Casualty 
Continental 
Insurance 
Corning Glass 
Crown Zellerbach 
Cutler Hammer 
Dow Chemical 
DuPont 
Eastman Kodak 
El Paso Nat’! Gas 
Federated Dept. 
Stores 
Fidelity-Phenix 
Insurance 
Food Machinery 
& Chemical 
Ford Motor 
Franklin Life Ins. 
General American 
Trans. 
General Dynamics 
General Electric 
General Foods 
General Telephone 
Gerber Products 
Goodyear Tire 
Gulf Oil 
Haloid-Xerox 
Hooker Chemical 
International 
Business Mach. 


International 
Tel. & Tel. 
Internat’! Paper 
Eli Lilly & Co. 
Lincoln Nat’! Life 
Litton Industries 
Lone Star Cement 
Merck 
Minneapolis- 
Honeywell 
Minnesota Mining 
Monsanto 
National Cash 
Register 
National Lead 
National Life & 
Accident 
Norwich 
Pharmacal 
Otis Elevator 
Pfizer 
Philadelphia 
Nat. Bank 
Phillips Lamp 
Phillips Petroleum 
Polaroid 
Puget Sound Pulp 
& Timber 
Radio Corp. 
Reynolds Metals 
Royal Dutch 
St. Paul Fire & 
Marine Ins. 
Scott Paper 
Sears Roebuck 


Security-First Nat. 


Bk., Los Angeles 
Shamrock Oil 
Socony Mobil 
Standard Oil Cal. 
Standard Oil Ind. 
Standard Oil N. J. 
Stauffer Chemical 
Texas Co. 

Trane Co. 
Travelers Insur. 
Union Carbide 
United Gas 
U.S. Steel 
Upjohn 
Virginia Elec. & 

Pwr. 

Vick Chemical 
Walgreen 
Westinghouse El. 





From this listing, it appears that the 
trustees are not “holed up” in defensive 
situations but are aggressively seeking to 
enhance their beneficiaries’ capital in 
lines which offer growth potential. The 


favorite stocks for long-term growth on 
this page, reflect, however, numerous 
changes from one year earlier* 

From the following excerpts, it is evi- 
dent that trustees have not been lulled 
into a false sense of security by the 
market’s dramatic and largely un- 
expected, at least in degree, rise during 
the past year. They are fully aware of 
the price risks inherent in what seems 
extremely generous capitalization of 
profits of certain companies but they are 
still convinced that the advantages of 
long-term stockholding far outweigh 
temporary unfavorable factors. Beyond 
the possibility of a market correction, 
they see continuing expansion of our 
economy and profitable participation in 
it by well-managed corporations. 


e Market in broad sense reflects expecta- 
tions as to earnings for 1961 and subse- 
quent years rather than for 1958-60. We 
believe good long term values are still 
numerous and that we can invest money 
to better long term advantage in common 
stocks even at these current prices than 
in bonds. 


e The major problem appears to be a 
continuing tendency toward a_ profit 
squeeze in most industries. This is not 
compatible with present high price-earn- 
ings multiples. Any improvement in the 
economy that can reasonably be seen for 
1959 is more than over discounted in 
stock prices. 


e In spite of the favorable business out- 
look it’s harder than ever to find stocks 
that look really cheap. 


e Profit margins after volume recovery 
will continue under pressure; dividends, 
having been well maintained, will not 
show more than nominal gains; earnings, 
on the average, will not reach 1956-57 
peaks. 


e One year ago someone said 1958 would 
be a great year to make investment mis- 
takes and we believe this will apply 
with equal validity to 1959. It is diffi- 
cult to find stocks which appear attrac- 
tive in today’s market, even though we 
anticipate worthwhile earnings improve- 
ment over coming months, Consequen‘ly 
our attitude is best expressed as cu- 
tious although we continue optimistic 


*T&E, Jan. ’58, p. 41. 
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over the long term advantages of own- 
ing common stocks. 


e If the economy continues to improve, 
as seems likely, the more speculative 
stocks will probably outperform in ’59 
the stocks that trustees buy. 

e The approximate 1959 range for the 
D-J industrial average is predicated on 
the thesis that the threat of inflation, 
more than anything else, will carry the 
market to a possible 650 level, although 
there will probably be good earnings 
support at the 575-600 level, and further, 
that any decline if it does occur, will be 
of modest and technical proportions and 
probably not carry through the 535 level. 


e I think that the much discussed “tech- 
nical reaction” in the averages will reach 
down toward the lower levels of earlier 
in 1958, rather than the minor dip gener- 
ally envisioned by the letter writers this 
fall — that is, if the current speculative 
psychology turns, it will turn hard. 


e Most growth stocks currently seem 
fully valued. Some opportunities in de- 
pressed situations. 


e With D.J.LA. selling at 16 times esti- 
mated 1959 earnings stocks are not 
cheap. At 635 the P/E ratio would be 
about 1714, which is our guess for the 
1959 high. If there is a sell off we would 
not expect the 1957 low to be penetrated. 


e The bull market will be 14 months old 
when 1959 begins. The 700-525 range 
assumes that the trend will not reverse 
in the year to come but will be inter- 
rupted by periodic reactions in line with 
the history of such movements in the 
past. Capital goods spending is expected 
to turn upward after mid-year, adding 
fuel to the business fires. It is possible 
that 1959 will see a market peak which 
may not be exceeded for several years. 
e No near term problems visible. Equity 
markets will be stimulated by higher 
profit margins bound to result from ex- 


tensive business retrenchment programs 
of past year. 


e Considering the rate of growth of 
the oil industry and the level of oil 
shares in relation to the level of the 
market, it appears that the oils are con- 
siderably behind the market and may 
lead the way in 1959. 


e The stock market appears to have 
discounted to a great extent the antici- 
pated continuation of the business re- 
covery into most of 1959. Action by the 
incoming Congress may be an important 
influence on how far inflation psychology 
will carry. A constructive policy toward 
investments in quality stocks appears 
warranted largely on the assumption of 
continued long-term growth in the Amer- 
ican economy. 


e Speculative elements in the stock mar- 
ket — high multiples, discounting high 
future earnings — seem likely to pre- 
dominate under influence of fear and 








How can membership in the Studley, 
Shupert Trust Investment Council aid 
you with individual-account problems? 

The answers to this question are as 
numerous and varied as the puzzling 
situations which arise in trust invest- 
ment management. Here, though, is a 
specific example . . . a case history 
dating back to the Autumn of 1951 
when a woman of 35 with three chil- 
dren aged 13, 11 and 7 lost her hus- 
band through an automobile accident. 

The widow visited the trust depart- 
ment of a Council Member and ex- 
plained her financial problem. Her in- 
come, chiefly from insurance and social 
security, amounted to $178 monthly. 
She had $26,000 in cash assets. Could 
this $26,000 provide a regular monthly 
return of $122? This would give her a 
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total monthly income of $300, which 
she estimated she needed to keep her 
home together until the youngsters 
were old enough to help out. 

The Council Member sent the facts 
to the Council Staff. After a study, the 
Staff decided upon a bold movement, 
but one that was well within the con- 
cept of the Prudent Man Rule. It rec- 
ommended that the widow’s cash 
assets be invested entirely in twelve 
common stocks from among those in 
the Council’s Guidance List. 

These stocks were chosen for their 
high intrinsic value, for their record of 
dividend payments, and for the quar- 
ters in which they had paid dividends. 
On this basis, it was estimated that 
the investment would yield approxi- 
mately $116 monthly. While this was 


» 


: the WIDOW with three youngsters and 
| $26,000. .. and the 
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$6 per month less than the young 
widow needed, it was a 5.46% return. 

This past Autumn (on November 7, 
1958), the Council Staff reviewed the 
recommendation and reappraised the 
widow’s holdings. As anticipated in 
1951, dividends have been paid regu- 
larly. The value of the holdings has 
increased from $25,620 to $51,623, 
while the return on the cost has in- 
creased from 5.46% to 7.74%, and 
amounts to $1,982 yearly. 

If you would like more details on 
this case history . . . more details on 
other types of assistance available to 
Studley, Shupert Trust Investment 
Council Members. . . and more details 
on the Council’s automatic, continuous 
flow of basic trust investment data 
provided all Members, drop us a line. 


STUDLEY, SHUPERT TRUST INVESTMENT COUNCIL 


1617 PENNSYLVANIA BLVD., PHILADELPHIA 3, PA.e 24 FEDERAL STREET, BOSTON 10, MASS. 
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BUSY 
TRUST 
OFFICERS 


are invited to 
send for a copy of 


“PLANNED 
INVESTMENT 

FOR BANK TRUST 
DEPARTMENTS” 


The complex task of administering trust 
funds is one that takes an increasing 
amount of your time and effort. As a 
bank trust officer you are well aware 
of this, and you know that one of the 
most important of your problems is the 
management of the securities portfolio 
itself. 


Knowledgeable as you may be about 
investments, haven’t you often felt it 
would be very helpful to have a group 
of competent outside advisors regularly 
available? Haven’t you wished that the 
investments of each of your trusts could 
have the advantages of professional ad- 
visors who would be available to you 
at all times? 


The specialists in the Planned Invest- 
ment Department at Smith, Barney & 


Co. are ready to give you this kind of 
help. 


The plan under which we would work 
with and for you would be specially 


set up to meet the needs of your bank 
and the individual trusts. 


If you would like to know more 
about our investment services and how 
they can help you and your clients, send 
for a copy of our brochure, ‘‘Planned In- 
vestment for Bank Trust Departments.” 


Smith, Barney & Co. 


Members New York Stock Exchange 
and other leading exchanges 


20 Broad Street, New York 5, N. Y. 
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strong demand by insurance companies, 
pension funds, and increasingly broad 
public participation. This could lead to 
excesses. 


e Along with many others, we are aware 
of the possibility of a market reaction 
from present prices in view of the busi- 
ness recovery, which should carry well 
into 1959. There is greater risk in not 
holding common stocks unbalanced than 
holding and therefore are currently em- 
phasizing selective common stocks on bal- 
ance. 


e Price and earnings ratios will rise as 
scarcity factor in blue chips is accentu- 
ated. 

e Bonds, particularly tax exempt bonds, 
are now most attractive for income. 


e Market may end 1959 in a downward 
trend after rising during the early 
months. 
e Rampant speculation now present in 
market suggests probability of extremely 
serious breaks in next 6-12 months. 
e A sharp increase in corporate profits 
to new record levels will be the most 
important development in 1959. 
e Recovery in price has certainly out- 
distanced recovery in sales and earnings. 
Much of this has been motivated by in- 
flation psychology, and it will take some 
rather important unfavorable develop- 
ment to bring about a more sober ap- 
praisal of the ownership of equities. Not- 
withstanding a rise in earnings over 
1958, with a generally more favorable 
level of business activity, prices of equi- 
ties could well be subjected to reap- 
praisal as the year unfolds. Whether this 
will be by legislation, strikes, or other 
domestic developments, or by interna- 
tional incidents, cannot now be deter- 
mined. 

A AA 


Canadian Bank Heads 
Hopeful for 1959 


Four Canadian bank presidents re- 
viewed the state of the nation’s busi- 
ness at the annual shareholder meetings 
held in early December and found 1959 
prospects promising but tempered with 
the proper degree of caution, as befits 
their profession. The reporting banks 
were the Bank of Montreal, the Canadian 
Bank of Commerce, the Provincial Bank 
of Canada and the Toronto-Dominion 
Bank. 

In retrospect, 1958 was notable as a 
year in which the worst was feared and 
not realized, with GNP a share above the 
previous year due to higher prices but 
with equivalent production volume. 
Money supply expanded, bank holdings 
of government bonds rose and prices 
registered moderate increases with cor- 
responding decline in the dollar’s value. 


A. C. Ashforth, president of the 


Toronto-Dominion Bank, was especially 
outspoken on the need for decisive ac- 
tion to prevent further erosion in stat- 
ing that “creeping inflation will not as- 
sure full. employment or sustained 
growth. Inflation begets booms and 
booms beget recessions.” In the opinion 
of these top financial men, government 
spending and fiscal policies must be 
kept in line with resources to maintain a 
climate favorable for private investment 
with maximum economic freedom. 

A moderate further upturn in activity 
in 1959 will probably help the unem- 
ployment situation which became a bit 
more pressing in 1958 through growth 
of the labor force. Development of pro- 
duction facilities for articles now im- 
ported is urged as one remedy. While 
uranium and gold output was good, that 
of other metals and oil and gas was at a 
slower pace but the longer view is for 
steady expansion in development pro- 
grams in these fields. Recommendations 
by the Borden Commission on Energy 
for creation of a National Energy Board 
could, if enacted, dampen growth of the 
oil and gas industries through regulatory 
control inimical to a free economy. 

The importance to Canada of world 
trade was also underscored by these 
financial spokesmen. Gordon R. Ball, 
head of the Bank of Montreal stressed 
the need to expand foreign markets for 
Canadian raw materials. Prices must be 
kept competitive with world markets, 
hence the importance of avoiding run- 
away wage scales. Prospects for trade 
with the United Kingdom and Western 
Europe seem to face some difficulties, in 
part due to slackening of activity there. 
If recovery in the United States con- 
tinues, however, it is believed that the 
outlook for a good level of exports will 
be improved. 

In summation, cautious optimism 
would appear to be the keynote of 
Canada’s business health in 1959 as ex- 
pressed by these observers and _ attain- 
ment of this state is, in turn, dependent 
upon recovery and expansion of volume 
exports of her traditional products of 
mine, field and forest. 


A A A 


@ If prices of intermediate-term govern- 
ment obligations remain low — and par- 
ticularly if they should decline further — 
the commercial banks will be very re- 
luctant to sell them at a loss when de- 
mand for credit increases, The fact that 
banks may be frozen in their medium- 
term governments will make tighter Re- 
serve credit policies much more effective 
than would otherwise be the case.—Dr. 
Marcus NADLER, Consulting Economist 
to The Hanover Bank. 
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Amount of ba Amount of Underwriting 
"som Tax-Exempt — Corporate -e 
24,225,000 BALTIMORE, MD.+{ $ 30,000,000 BALTIMORE GAS AND ELECTRIC COMPANY 
Var. Rates Bonds, Due 1961-82 First Ref. Mtge. Bonds, 4% Series due 1993. . . . . $ 3,550,000 
15,840,000 BERGEN COUNTY SEWER AUTH., N. J.+ 20,000,000 CAROLINA POWER & LIGHT COMPANY 
Var. Rates Bonds, Due 1961-97 First Mtge. Bonds, 414% Series due 1988. . 4,200,000 
10,000,000 BOSTON, MASS. (2 issues) 18,000,000 CENTRAL HUDSON GAS & ELECTRIC CORPORATION 
.88% & 1.65% Notes, Due 1958 First Mortgage Bonds, 44%% Series due 1988 .... 4,200,000 
45,000,000 CHICAGO, ILL.+ (2 issues) 12,000,000 CENTRAL ILLINOIS LIGHT COMPANY 
Var. Rates Bonds & Water Rev. Ctfs., Due 1960-83 First Mortgage Bonds, 4% Seriesdue 1988 . .. . 3,850,000 
39,000,000 CHICAGO BOARD OF EDUCATION, ILL. 30,000,000 THE COLUMBIA GAS SYSTEM, INC. 
2% & 1.70% Tax Warrants, Due 1959 4% % Debentures, Due 1983. . 4,000,000 
314% Bonds, Due 1961-78t 50,000,000 CONSOLIDATED EDISON COMPANY OF ‘NEW YORK, 
15,300,000 CLEVELAND, OHIOt{ INC. First & Ref. Mtge. Bonds, 4% due 1988 . . ° 7,950,000 
214% & 234% Bonds, Due 1959-83 40,000,000 CONSUMERS POWER COMPANY 
9,000,000 CONSUMERS PUBLIC POWER DISTRICT, First Mtge. Bonds, 412% Series due 1988. . 11,050,000 
NEBR.+} Var. Rates Rev. Bonds, due 1962-92 11,700,000 GREAT NORTHERN RAILWAY EQUIPMENT TRUST S 
25,000,000 COOK COUNTY, ILL.+ OF 1958, 314%, 4% & 44%&% Certificates, Due 1958-73 . 6,000,000 
3%% Bonds, Due 1959-68 10,000,000 IOWA PUBLIC SERVICE COMPANY 
14,500,000 DADE COUNTY, FLA.+{ First Mortgage Bonds, 44% Seriesdue 1988 . . 5,450,000 
Var. Rates Spec. Ctfs., Due 1958-72 14,730,000 LOUISVILLE AND NASHVILLE RAILROAD EQUIP. 
32,750,000 DENVER, COLO., CITY & COUNTY OFt MENT TRUSTS, 342% & 3%%% Certificates, Due 1959-73 4,980,000 
Var. Rates Bonds, Due 1969-97 (2 issues) 11,000,000 MADISON GAS AND ELECTRIC COMPANY 
32,185,000 DETROIT, MICH.f (3 issues) 45% % First Mtge. Bonds, 1988 Series . . 5,150,000 
Var. Rates Bonds & Rev. Bonds, Due 1960-83 20,000,000 MERRIMACK-ESSEX ELECTRIC COMPANY 
22,500,000 EAST BATON ROUGE PARISH S/D No. 1, First Mtge. Bonds, 442%, due 1988 . . ° a 7,600,000 
LA.} Var. Rates Bonds, Due 1960-79 15,000,000 MISSISSIPPI POWER & LIGHT COMPANY 
21,000,000 GEORGIA RURAL ROADS AUTHORITY} First Mtge. Bonds, 444% Series due 1988. . . . « « 7,100,000 
Var. Rates Bonds, Due 1960-79 35,000,000 MONTREAL, THE CITY OF (CANADA)+ 
10,000,000 GREENSBORO, N. C.+ Var. Rates Debs. Due 1959-65 & 1978. 2,555,000 
Var. Rates Bonds, Due 1959-83 13,500,000 MONTREAL TRANSPORTATION COMMISSION — 
7,150,000 HARRISBURG SEWERAGE AUTH., PA.j+ 4% % S.F. Debentures, Due 1978 . 1,130,000 
Var. Rates Rev. Bonds, Due 1961-83 65,000,000 NATURAL GAS PIPELINE COMPANY ‘OF AMERICA} 
12,500,000 HAWAII, TERRITORY OFt 4¥%,% Debs. & 444% First Mtge. Pipeline Bonds, due 1978 5,167,000 
Var. Rates Rev. Bonds, Due 1960-88 10,000,000 NEW ENGLAND POWER COMPANY 
64,000,000 ILLINOIS STATE TOLL HIGHWAY COM. First Mtge. Bonds, 4%, due 1988 . . . 3,550,000 
MISSION} 4%% Rev. Bonds, Due 1998 45,000,000 NEW ENGLAND TELEPHONE AND TELEGRAPH 
35,000,000 KENTUCKY, COMMONWEALTH OF{ COMPANY 35 Year 4% Debentures, Due 1993. ‘ 4,350,000 
3% Bonds, Due 1973-86 30,000,000 NEW JERSEY BELL TELEPHONE COMPANY 
35,400,000 LOS ANGELES, CALIF.} (2 issues) 35 Year 34% Debentures, Due 1993 . 6,250,000 
Var. Rates Bonds, Due 1959-88 10,000,000 ORANGE AND ROCKLAND UTILITIES, INC. 
7,500,000 LOUISIANA, STATE OF+ First Mtge. 442% Bonds, due 1988. . 5,100,000 
Var. Rates Spec. Tax Bonds, Due 1963-93 140,000,000 PACIFIC GAS AND ELECTRIC COMPANY¢ 
25,000,000 MARYLAND STATE ROADS COMMIS. First & Ref. Mtge. Bonds, 34% & 442%, due 1978 & 1990 9,525,000 
SION Var. Rates Rev. Bonds, Due 1959-73 80,000,000 PACIFIC TELEPHONE AND TELEGRAPH peepee 
157,877,000 MASSACHUSETTS, COMMONWEALTH 32 Year 454% Debentres, Due 1990 . 17,850,000 
OFf Var. Rates Bonds, Due 1959-98 (2 issues) 350,000,000 SEARS, ROEBUCK AMD CO.+ 
18,000,000 METROPOLITAN WATER DISTRICT OF 44% Sinking Fund Delentures, due 1983 . . 16,791,000 
SO. CALIF.} 3.10% Bonds, Due 1959-70 70,000,000 SOUTHERN BELL TELEPHONE AND TELEGRAPH 
10,000,000 MEMPHIS, TENN.t+ COMPANY 35 Year 454% Debentures, Due 1993 . 17,750,000 
Var. Rates Rev. Bonds, Due 1960-88 50,000,000 SOUTHERN CALIFORNIA EDISON COMPANY 
14,500,000 MIAMI, FLA. (2 issues) First & Ref. Mtge. Bonds, 454%, Due 1983 . . 7,350,000 
Var. Rates Bonds & Rev. Bonds, Due 1960-88 15,000,000 SOUTHERN COUNTIES GAS COMPANY OF CALI- 
100,000,000 MICHIGAN, STATE OF+ FORNIA First Mtge. Bonds, due 1983 (4%) . . A 4,150,000 
Var. Rates Spec. Tax Rev. Bonds, Due 1959-82 30,000,000 SOUTHERN NATURAL GAS COMPANY 
27,800,000 MILWAUKEE, WIS. (2 issues)t 41%, Sinking Fund Debentures, Due 1978 . . . . « 3,100,000 
Var. Rates Bonds & Water Rev. Bonds,.Due 1959-86 40,000,000 SYLVANIA ELECTRIC PRODUCTS INC. t 
14,998,000 NEWARK, N. J.{ Debentures, 434% & 414% Due 1980 &1983 .... 4,370,000 
3.10% Bonds, Due 1959-78 80,000,000 TENNESSEE GAS TRANSMISSION COMPANY? 
28,367,000 NEW HAMPSHIRE, STATE OF} 5% Debs. due 1978 & 534% First Mtge. Bonds due 1979 . 4,335,000 
2.60% Bonds, Due 1959-86 10,000,000 TEXAS ELECTRIC SERVICE COMPANY 
63,353,674 NEW YORK SCHOOL DISTRICTS First Mtge. Bonds, 442% Seriesdue 1988 .... + 6,400,000 
Var. Rates Bonds, Due 1958-88 (22 issues) 12,000,000 THE VIRGINIAN RAILWAY COMPANY 
63,000,000 OHIO, STATE OF} (2 issues) First Lien & Ref. Mtge. Bonds, 4%, Due 1983 . .. . 2,800,000 
Var. Rates Spec. Tax Rev. Bonds, Due 1958-72 
5 
20,000,000 ee ne ag tea 25,000,000 ADDITIONAL PUBLIC UTILITY BONDS (4 issues) 12,800,000 
31,930,000 PHILADELPHI A, PA.+ 34,005,000 ADDITIONAL —— . TRUST 
Var. Rates Bonds, Due 1959-88 (8 issues) . 14,805,000 
12,000,000 mg se soar a or DIST., PA.t Descriptive circulars or prospectuses, where available, and current quotations w''! be supplied for 
Var. ates Bonds. e 2 
40,000,000 PORT OF NEW YORK AUTHORITY} purcuabnieoide nang nana iiig eel 
Var. Rates Rev. Bonds, Due 19 *To December 16,1958 t+ Issue beaded jointly by Halsey, Stuart & Co. Inc. and others. All other issues were headed 
8,000,000 SOUTH CAROLINA, ST) ATE OF} by Halsey, Stuart & Co. Inc. alone. Not included in these compilations are issues in which Halsey, Stuart & Co. Inc. 
2.30% Bonds, Due 1959-74 participated only as a member of an account, 
12,800,000 SPRINGFIELD, ILL.+ (2 issues) 
3,487,000 SPRINGFIELD. MO. Send For Year-End Bond Survey and Helpful Tax Chart 
Var. Rates Rev. Bonds, Due 1962-86 . 
13,000,000 STATE PUBLIC SCHOOL BLDG. AUTH., Concise survey of 1958 bond market and outlook for 
19,875,000 9 LOUIS COUNTY, MOo+ 1959, and tax chart to help you determine the value of 
400,000 bre ame —_ - 1959-78 tax exemption in your income bracket. Write without 
Rane ctr Aaeeg I obligation for folders TR-1. 
13,076,000 TEXAS, UNIV. AND A & M. COLLEGE 
Var Rates Bonds, Due 1959-78 
12,075,000 WAYNE&MacomBcounties,micHxt| HHA LSGEY, STUART & CO. INC. 
Var. Rates Spec. Tax Drain Bonds, Due 1959-88 
23 ,762,930 ADDITIONAL TAX-EXEMPT BONDS— 123 S. LASALLE STREET, CHICAGO 90 35 WALL STREET, NEW YORK 5 
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INSTITUTIONS OPERATING COMMON TRUST FUND 


Key: D—Discretionary; L—Legal; B—Bonds; F—Fixed Income; C—Common Stocks; V—V. A. accounts; Numerals—bank 


ALABAMA 


First Nat. Bk., Birmingham—D 
First Nat. Bk., Mobile—F 
First Nat. Bk., Montgomery—D 


ARIZONA 
Valley Nat. Bk., Phoenix—D 


ARKANSAS 
Union Nat. Bk., Little Rock—D 


CALIFORNIA 


Security-First Nat. Bk., Los Angeles—D 
Title Insurance & Tr. Co., Los Angeles—D 
Security-First Nat. Bk., Riverside—D 

First Nat. Tr. & Sav. Bk., San Diego—D 
Security-First Nat. Bk., San Diego—D 
American Tr. Co., San Francisco—D 

Bk. of America, San Francisco—D 

Bk. of California, San Francisco—F,C 
Crocker-Anglo Nat. Bk., San Francisco—F,C 
First Western Bk. & Tr. Co., San Francisco—F,C 
Wells Fargo Bk., San Francisco—D 


COLORADO 


First Nat. Bk., Colorado Springs—D 
Colorado Nat. Bk., Denver—D,V 
Denver U. S. Nat. Bk., Denver—F,C 
First Nat. Bk., Denver—F,C 

Poudre Valley Nat. Bk., Fort Collins—D 


CONNECTICUT 

City Tr. Co., Bridgeport—D 

Connecticut Nat. Bk., Bridgeport—D 
Connecticut Bk. & Tr. Co., Hartford—D 
Hartford Nat. Bk. & Tr. Co.—D 

Riverside Tr. Co., Hartford—D 

First New Haven Nat. Bk., New Haven—D 
Union & New Haven Tr. Co., New Haven—D 
Fairfield County Tr. Co., Stamford—D 
Colonial Tr. Co., Waterbury—D 


DELAWARE 


Bank of Delaware, Wilmington—D 
Farmers Bk. of the State of Del., Wilmington—D 
Wilmington Tr. Co., Wilmington—D 


DISTRICT of COLUMBIA 
American Security & Tr. Co.—D 
Nat. Savings & Tr. Co.—L 
Riggs Nat. Bk.—L 

Union Tr. Co.—D 


FLORIDA 

Atlantic Nat. Bk., Jacksonville—D 

First Nat. Bk., Miami—D 

Security Tr. Co., Miami—D 

First Nat. Bk., Orlando—B 

Palmer First Nat. Bk., Sarasota—D,B 
Exchange Nat. Bk., Tampa—D 
GEORGIA 

Citizens & Southern Nat. Bk., Atlanta—D,L 
First Nat. Bk., Atlanta—D 

Fulton Nat. Bk., Atlanta—D 

Tr. Co. of Georgia, Atlanta—D 

Fourth Nat. Bk., Columbus—D 

First Nat. Bk. & Tr. Co., Macon—D 
Liberty Nat. Bk. & Tr. Co., Savannah—D 


HAWAII 


Bishop Trust Co., Honolulu—F,C 
Hawaiian Trust Co., Honolulu—F,C 


ILLINOIS 


American Nat. Bk. & Tr. Co., Chicago—D 
Chicago Title & Tr. Co., Chicago—D 

City Nat. Bk. & Tr. Co., Chicago—D 
Continental Ill. Nat. Bk. & Tr. Co., Chicago—D 
Harris Tr. & Sav. Bk., Chicago—D 

La Salle Nat. Bk., Chicago—D 

State Bk. & Tr. Co., Evanston—D 


INDIANA 


Irwin Union Bk. & Tr. Co., Columbus—L 
First Nat. Bk. & Tr. Co., Crawfordsville—L 
Old Nat. Bk., Evansville—L 

Gary Nat. Bk., Gary—L 

American Fletcher Nat. Bk., Indianapolis—L 
Indiana Nat. Bk., Indianapolis—L 

Merchants Nat. Bk. & Tr. Co., Indianapolis—L 
Merchants Tr. Co., Muncie—L 


KENTUCKY 
First Nat. Bk. & Tr. Co., Lexington—D 


Kentucky Tr. Co., Louisville—D 
Louisville Tr. Co.—D 


MAINE 

Depositors Tr. Co., Augusta—D 
Canal Nat. Bk., Portland—D 

First Portland Nat. Bk., Portland—D 


MARYLAND 


Equitable Tr. Co., Baltimore—D,V 
Fidelity-Baltimore Nat. Bk., Baltimore—D,V 
Mercantile-Safe Deposit & Tr. Co., Baltimore—D 
Union Tr. Co. of Maryland, Baltimore—C 
Suburban Tr. Co., Hyattsville—D 
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operates that number of funds of same kind. 


MASSACHUSETTS 


Boston Safe Deposit & Tr. Co., Boston—D 
First Nat. Bk., Boston—D 

Merchants Nat. Bk., Boston—D 

Nat. Shawmut Bk., Boston—D 

New England Tr. Co., Boston—D 

Old Colony Tr. Co., Boston—D 
Rockland-Atlas Nat. Bk., Boston—D 
Second Bank-State St. Tr. Co., Boston—D 
Cambridge Tr. Co., Cambridge—D 
Harvard Tr. Co., Cambridge—D 

B.M.C. Durfee Tr. Co., Fall River—D 
Hadley Falls Tr. Co., Holyoke—D 
Newton-Waltham Bk. & Tr. Co., Newton Centre—D 
South Shore Nat. Bk., Quincy—D 

Valley Bk. & Tr. Co., Springfield—D 
Mechanics Nat. Bk., Worcester—D 
Worcester County Tr. Co., Worcester—D 


MICHIGAN 


Peoples Nat. Bk. & Tr. Co., Bay City—D 

Detroit Bk. & Tr. Co., Detroit—D 

Manufacturers Nat. Bk., Detroit—D 

Old Kent Bk. & Tr. Co., Grand Rapids—D 

First Nat. Bk. & Tr. Co., Kalamazoo—D 

Hackley Union Nat. Bk. & Tr. Co., Muskegon—D 
Muskegon Bk. & Tr. Co., Muskegon—D 


MINNESOTA 

Northwestern Nat. Bk., Minneapolis—D,F,C 
Empire Nat. Bk., St. Paul—B,C 

First Tr. Co., St. Paul—B 


MISSISSIPPI 


Deposit Guaranty Bk. & Tr. Co., Jackson—D 
First Nat. Bk., Jackson—D 


MISSOURI 


City Nat. Bk. & Tr. Co., Kansas City—D 
Commerce Tr. Co., Kansas City—D 
Mercantile Tr. Co., St. Louis—D 

St. Louis Union Tr. Co., St. Louis—D,F,2C 
Security-Mutual Bk. & Tr. Co., St. Louis—C 


MONTANA 
Union Bk. & Tr. Co., Helena—C,F 


NEBRASKA 
First Tr. Co., Lincoln—D 
NEW HAMPSHIRE 


Mechanicks Nat. Bk.—Concord—L 
Indian Head Nat. Bk., Nashua—D 


NEW JERSEY 


Boardwalk Nat. Bk., Atlantic City—F,C 

First Camden Nat. Bk. & Tr. Co., Camden—D,L 
Hackensack Tr. Co., Hackensack—D,L 
Burlington County Tr. Co., Moorestown—L 
Fidelity Union Tr. Co., Newark—L 

Howard Savings Institution, Newark—D 

Nat. Newark & Essex Bkg. Co., Newark—L 
Princeton Bank & Trust Co., Princeton—D 
First Trenton Nat. Bk., Trenton—L 


NEW MEXICO 
First Nat. Bk., Albuquerque—D 
NEW YORK 


Marine Midland Tr. of So. N. Y.—Binghamton—L 
Marine Tr. of Western N. Y., Buffalo—D,L 
Bank of New York, New York—D,L,F 
Bankers Trust Co., New York—2D,L 

Chase Manhattan Bank, New York—2D,2L 
Chemical Corn Exchange Bk., New York—D,L 
City Bk. Farmers Tr. Co., New York—D,L 
Empire Tr. Co., New York—D 

Guaranty Tr. Co., New York—D,L,F,C 
Hanover Bk., New York—D,L,C 
Manufacturers Tr. Co., New York—D,L 
Marine Midland Tr. Co., New York—D 

J. P. Morgan & Co., New York—D 

New York Tr. Co., New York—D,L 

Genesee Valley Union Tr. Co., Rochester—L 
Lincoln Rochester Tr. Co., Rochester—D,L 
Security Tr. Co., Rochester—D,L 

Marine Midland Tr. Co. of Cent. N.Y., Syracuse—L 
Manufacturers Nat. Bk., Troy—L 

First Bk. & Tr. Co., Utica—L 

Northern New York Tr. Co., Watertown—L 
County Tr. Co., White Plains—L 

Nat. Bk. of Westchester, White Plains—L 


NORTH CAROLINA 


American Commercial Bk., Charlotte—D 
Durham Bk. & Tr. Co., Durham—F,C 
First-Citizens Bk. & Tr. Co., Raleigh—D 
Planters Nat. Bk. & Tr. Co., Rocky Mount—D 
Wachovia Bk. & Tr. Co., Winston-Salem—D 


NORTH DAKOTA 
First Nat. Bk. & Tr. Co., Fargo—D 
OHIO 


Central Tr. Co., Cincinnati—D,L 

Fifth Third Union Tr. Co., Cincinnati—D 
Cleveland Tr. Co., Cleveland—D 

Nat. City Bk., Cleveland—D 

Huntington Nat. Bk., Columbus—D 
Security Central Nat. Bk., Portsmouth—D 
Ohio Citizens Tr. Co., Toledo—D 


OKLAHOMA 


First Nat. Bk. & Tr. Co., Oklahoma City—D 
First Nat. Bk. & Tr. Co., Tulsa—D 


OREGON 
First Nat. Bk. of Oregon, Portland—D 
PENNSYLVANIA 


First Nat. Bk., Allentown—L 

Merchants Nat. Bk., Allentown—L 

Altoona Tr. Co., Altoona—L 

Nat. Bk. of Boyertown, Boyertown—L 

Exchange Bk. & Tr. Co., Franklin—L 

Mellon Nat. Bk. & Tr. Co., Greensburg—L 

First Nat. Bk., Greensburg—L 

Farmers Bk. & Tr. Co., Lancaster—L 

Fulton Nat. Bk., Lancaster—L 

Western Penna. Nat. Bk., McKeesport—L 
Montgomery County Bk. & Tr. Co., Norristown—L 
First Seneca Bk. & Tr. Co., Oil City—L 
Central-Penn Nat. Bk., Philadelphia—D,L 
Fidelity Philadelphia Tr. Co., Philadelphia—D,L 
First Pa. Bkg. & Tr. Co., Philadelphia—F,C,L 
Girard Tr. Corn Exchange Bk., Philadelphia—D,L 
Liberty Real Estate Bk. & Tr. Co., Philadelphia—D 
Philadelphia Nat. Bk.,’ Philadelphia—C,L 
Provident Tradesmens Bk. & Tr. Co., Phila.—D,L 
Fidelity Trust Co., Pittsburgh—D,L,C,B 

Mellon Nat. Bk. & Tr. Co., Pittsburgh—L,B,C 
Peoples First Nat. Bk. & Tr. Co., Pittsburgh—D,L 
Berks County Tr. Co., Reading—L,C 

City Bk. & Tr. Co., Reading—L 

Northeast. Pa. Nat. Bk. & Tr. Co., Scranton—D,L 
Third Nat. Bk. & Tr. Co., Scranton—L 

McDowell Nat. Bk., Sharon—L 

Fayette Nat. Bk. & Tr. Co., Uniontown—L 
First-Second Nat. Bk. & Tr. Co., Wilkes-Barre—D 
Miners Nat. Bk., Wilkes-Barre—D,L 


RHODE ISLAND 


Industrial Nat. Bk., Providence—D 
R. I. Hospital Tr. Co., Providence—D 


SOUTH CAROLINA 


Citizens & Southern Nat. Bk., Columbia—L 
South Carolina Nat. Bk., Greenville—L 
SOUTH DAKOTA 

First Nat. Bk., Sioux Falls—D 
TENNESSEE 

American Nat. Bk. & Tr. Co., Chattanooga—D 
Hamilton Nat. Bk., Chattanooga—D 

Nat. Bk. of Commerce, Memphis—D 

Union Planters Nat. Bk., Memphis—D 
Commerce Union Bk., Nashville—D 

First American Nat. Bk., Nashville—D 
Nashville Bk. & Tr. Co., Nashville—F,C 


TEXAS 


Austin Nat. Bk., Austin—D 

Capital Nat. Bk., Austin—D 

First Nat. Bk., Dallas—D 

Mercantile Nat. Bk., Dallas—2D 
Republic Nat. Bk., Dallas—D 
Continental Nat. Bk., Fort Worth—D 
Fort Worth Nat. Bk., Fort Worth—D 
Frost Nat. Bk., San Antonio—D 

Nat. Bk. of Commerce, San Antonio—D 


UTAH 


First Security Bk. of Utah, Salt Lake City—D 
Zions First Nat. Bk., Salt Lake City—D 


VERMONT 


Chittenden Tr. Co., Burlington—D 
Montpelier Sav. Bk. & Tr. Co., Montpelier—D 
Proctor Trust Co., Proctor—D,F 

Franklin County Bk., St. Albans—D 
Waterbury Sav. Bk. & Tr. Co., Waterbury—D 


VIRGINIA 


Nat. Bk. & Tr. Co., Charlottesville—D 

Peoples Nat. Bk., Charlottesville—D 

First Nat. Tr. & Sav. Bk., Lynchburg—D 

Lynchburg Nat. Bk. & Tr. Co., Lynchburg—D 

First Nat. Bk. of Martinsville & Henry County, 
Martinsville—D 

Nat. Bk. of Commerce—Norfolk—D 

Seaboard Citizens Nat. Bk., Norfolk—F,C 

Bank of Virginia, Richmond—F,C 

First & Merchants Nat. Bk., Richmond—D 

State-Planters Bk. of Comm. & Tr., Richmond—D 

Colonial-American Nat. Bk., Roanoke—L 

First Nat. Exchange Bk., Roanoke—D 

Farmers Bk. of Nansemond, Suffolk—D 


WASHINGTON 

Everett Tr. & Sav. Bk., Everett—C 
Nat. Bk. of Commerce, Seattle—D 
Seattle-First Nat. Bk., Seattle—D 
Nat. Bk. of Washington, Tacoma—D 
WEST VIRGINIA 

Flat Top Nat. Bk., Bluefield—D 
WISCONSIN 


Merchants & Sav. Bk., Janesville—C 

Rock County Sav. & Tr. Co., Janesville—F 
First Wisconsin Tr. Co., Milwaukee—D 
Marine Nat. Exchange Bk., Milwaukee—D 
Marshall & Ilsley Bk., Milwaukee—D,L 
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CHEMICAL 
CORN EXCHANGE 


BANK 


165 Broadway, New York 


Condensed Flatement of Condition 


At the close of business December 31, 1953 


ASSETS 


Cash and Due from Banks . $ 945,243,955.86 
U.S. Government Obligations 585,707,522.95 
State, Municipal and Public Securities 394,209,559.69 
Other Bonds and Investments 23,193,256.25 
Loans .... . . . . . 1,524,399,145.44 
Banking Premises and Equipment 


22,462,328.92 

Customers’ Liability on Acceptances 80,144,901.16 
Accrued Interest and Accounts 

Receivable LP kk 13,548,353.34 

Other Assets . . ... . 4.658.689.71 





$3,593,567,713.32 








LIABILITIES 


Capital Stock ($10. par) $_ 63,765,999.09 

186,234,100.99 

45,837,759.53 $ 295,837,759.58 

9,780,167.76 

17,072,528.49 

3,825,954.00 

83,015,091.69 

r 10,033,657.83 
3,174,002,553.97 
$3,593,567,713.32 


Surplus . 
Undivided Profits . 


Reserve for Contingencies 





Reserves for Taxes, Expenses, etc. 
Dividend Payable January 1, 1959 
Acceptances Outstanding (Net)... 
Other Liabilities . 

OpOENe =. « “% % @# ‘%- « 











Securities carried at $148,842,952.76 in the foregoing statement are 
deposited to secure public funds and for other purposes required by law. 








Charter Member New York Clearing House Association 


NX 


Direclows 


FRANK K. HOUSTON 
Honorary Chairman of the Board 
N. BAXTER JACKSON : 
Chairman, Executive Committee 
ROBERT A. DRYSDALE 
Senior Partner, Drysdale & Co. 
DUNHAM B. SHERER 
New York 
JOSEPH A. BOWER 
Chairman, Detroit International 
Bridge Company 
THOMAS R. WILLIAMS 
President, 
Ichabod T. Williams & Sons, Inc. 
JOHN K. ROOSEVELT 
Roosevelt & Son 
HENRY UPHAM HARRIS 
Partner, Harris, Upham & Co. 
HAROLD H. HELM’ Chairman 
H. E. HUMPHREYS, JR. 
Chairman, 
United States Rubber Company 
CASON J. CALLAWAY = Farmer 
ROBERT J. McKIM. President, 
Associated Dry Goods Corporation 
MAURICE T. MOORE Partner, 
Cravath, Swaine & Moore 
JAMES BRUCE Industrialist 
J. ALBERT WOODS President, 
Commercial Solvents Corp. 
BENJAMIN F. FEW President, 
Liggett & Myers Tobacco Co. 
ROBERT G. GOELET 
Real Estate 
JAMES B. BLACK 
Chairman of the Board, 
Pacific Gas and Electric Company 
GILBERT H. PERKINS 
Vice Chairman 
ISAAC B. GRAINGER 
President 
KENNETH E. BLACK 
President, 
The Home Insurance Company 
ALEX. H. SANDS, JR. 
Vice Chairman, 
The Duke Endowment 
ARTHUR B. GOETZE 
President, 
Western Electric Company, Inc. 
HENRY L. HILLMAN President, 
Pittsburgh Coke & Chemical 
Company 
CHARLES H, KELLSTADT 
President, 
Sears, Roebuck and Co. 


ddvtsor yf Commtttece 


C. WALTER NICHOLS 
Chairman, Nichols Engineering 
& Research Corporation 
ROBERT GOELET Real Estate 
FREDERIC STEVENS ALLEN 
Trustee 
WILLIAM G. HOLLOWAY 
Honorary Chairman of the Board, 
. R. Grace & Co. 
JOHN R. McWILLIAM Retired 
W. ROSS McCAIN 
Chairman of the Board, 
Aetna Insurance Group 
FREDERICK E. HASLER 
Chairman, Haytian American 
Sugar Company, S. A. 
WILLIAM P. WORTHINGTON 
President, 
Home Life Insurance Company 
JOHN R. SUMAN 
Oil and Gas Consultant 


Convenient Offices Throughout Greater New York 


Every Banking and Trust Service at Home and Abroad 


Member Federal Reserve System | Member Federal Deposit Insurance Corporation 






























“RESPICE ET PROSPICE” 


The stock market continued to forge 
ahead during December on a rising tide 
of inflationary psychology and news of 
stock splits, with prospects of more to 
come in 1959 unless market conditions 
change radically for the worse. Ameri- 
can Telephone and Telegraph’s capitula- 
tion to a three-to-one split and a divi- 
dend increase of 10%, subject to stock- 
holder approval, was the feature of the 
month. 

Whether stocks offer protection 
against dollar erosion is at least debat- 
able but their liquidity and ease of ac- 
quisition make the market a preferred 
haven for the dollar-shy investor. As Dr. 
Roger F. Murray of the Graduate School 
of Business, Columbia University, re- 
cently remarked,* the inflationary psy- 
chosis has been localized in the numer- 
ically small investor group and in some 
corporate managements but these fears 
may subside without being widely com- 
municated to others. 

Meanwhile, however, this mass stam- 
pede has brought P/E ratios and prices 
for the elite stocks to new highs which, 
depending upon one’s faculty of analysis 
or rationalization, challenge old concepts 
of comparative bond-stock yields and the 
evaluation of a proper premium to in- 
sure against a degree of possible infla- 
tion which cannot even be vaguely 
gauged now. Perhaps the risk will prove 
substantially less than the market now 
says; possibly the outlook for monetary 
stability is as hopeful as some econo- 
mists and periodic Washington reassur- 
ances make out. The actuality of the 
dollar’s 50% loss over the last 20 years 
nurtures fears and demonstrates that 
good fiscal intentions couched in the 
future tense are no substitute for posi- 
tive action today. 

President Keith Funston of the NYSE 
also noted in a mid-December talk in 
Minneapolis the effects of inflation psy- 
chology upon the demand for stocks, 
comparing today’s listed total of some 
five billion shares and a market valua- 
tion of $250 billion with 1929’s one 


*T&E, Nov. 58, p. 1054. 
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billion shares valued at $90 billion. 
Despite the five-fold expansion in num- 
ber of shares, today’s markets are 
thinner and more susceptible to wide 
swings than before restrictive floor rules 
and higher margin requirements became 
effective, especially in stocks of top in- 
vestment caliber. 

With the channeling of investment 
funds into institutional hands and a 
much less speculative approach to mar- 
ket commiiments on the part of indi- 
viduals than in pre-SEC days, the avail- 
able supply of meritorious stock vehicles 
has diminished rather than risen. Lucien 
O. Hooper, well-known market com- 
mentator of W. E. Hutton & Co., esti- 
mates that after the 1958 markets have 
registered their average turnover of 
about one in seven shares of listed 
stocks, about 90% of all stocks on the 
Big Board will be held by the same 
owners as at January first, after allow- 
ance for multiple trades in the same 
securities. The turnover ratio declined 
from 210% in 1900-1904 to 109% in 
1925-1929, 23% in 1950 and 19% in 
1955-1956, a dramatic illustration of the 
reversal in investment philosophy 
brought about by changed conditions in 
the economy, plus the restrictive effects 
of the capital gains tax. 

The lower cost and tax advantages of 
raising money by bonds rather than 
stocks have naturally swayed manage- 
ment financing decisions, especially in 
large “name” companies, and it is some- 
times asserted that officials’ unwilling- 
ness to allow dilution of their stock 
equity, actual or under options, con- 
tributes to such decisions. There may be 
some validity to this viewpoint but it 
would hardly seem a decisive factor be- 
cause in many cases it is necessary to 
sell a good slice of the optioned stock to 
finance it and it becomes a form of capi- 
tal gains remuneration rather than a 
long-term holding. Perhaps not quite 
so obvious are the limitations of debt 
creation. It must be kept in proportion 
to equity capitalization needs for the 
type of business, fixed obligations for 
interest and sinking funds must be met 
on schedule and restrictive provisions in 


the indenture or pledge of assets ave 
usual. The apparent advantages of del. 
in short, can fade rapidly under alter«d 
conditions as contrasted with partner- 
ship capital. 


Business entered 1958 on a note of 
caution which is reflected in SEC esti- 
mates of only $787 million of new corpo- 
rate equity financing through August of 
this year compared with $2.5 billion for 
the full year 1957. 1959 estimates of 
capital spending now stand around $3] 
billion or approximately equal to this 
year; hence new equity capital demands 
for this sector are unlikely to be heavy. 


Several developments in recent months 
point to some easing of the supply-de- 
mand relationship in equities. As prices 
have continued to rise, stock dividends, 
splits and rights to additional stock have 
become more numerous. With AT&T as 
a bellwether, other corporate manage- 
ments will be encouraged to broaden the 
availability of their equity slices. Mer- 
gers usually release shares, as do public 
offerings by large holders of previously 
closely-held companies such as Upjohn. 
Rising prices have also provided an op- 
portunity to individual and institutional 
holders to move some sizeable blocks of 
stock through secondary offerings, with 
increased activity in this area. 

The widespread urge to hold common 
stocks in preference to fixed-income se- 
curities is unquestionably an enduring 
phenomenon but enthusiasts must always 
reckon with the possibility of a more 
sober market appraisal of earnings and 
dividends, of future business prospects 
or expansion of the supply of stocks 
through some or all of the sources men- 
tioned. As of the close of the year. the 
market was content to value Moody's 
125 industrial stocks at an indicated 
yield of 3.17% against the AAA long- 
term corporate bond yield of 4.10‘. 
Without laboring the historical impli- 
cations of these yield averages, the 
buyer is at least on notice that stocks 
are again selling at prices which have 
in the past reflected an outsized degree 
of confidence in “new and different” re- 
lationships between these investment 
media. In each instance, time has 
brought about its inevitable correction. 


It is, of course, conceivable that con- 
ditions are different “this time” and that 
higher multiples for the earnings do!lar 
are warranted but precedent argue to 
the contrary. Stock splits and dividends 
have historically tended to become more 
numerous when prices are around thei! 
peak and the 90% margin rule has ‘ot 
prevented gyrations which evidenc: 4 
growing speculative tinge, with price 
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responses often out of proportion to the 
cause. While it is futile to argue with 


question naturally arises as to whether 
this is warranted by reasonable pros- 


sire to please minority holders, will Mr. 
Burger and his top aides, all of whom 























| the market or even attempt to call an pects of earnings and future growth in are understood to be his appointees, 
approximate top, the opinion is gaining comparison with other top companies wish to alter existing operating norms? 
ground that many stocks are becoming in the retail food chain industry or There seems slight doubt that profit 
f increasingly vulnerable to any change in whether present price levels just above margins could be raised appreciably by 
- current buying psychology or to altered $50 per share include a generous degree easing pricing policy but the opinion 
m fundamentals. of hope and speculative activity. is expressed by several students that this 
if a Among the investment officers of nine would likewise permit competitors to 
werent on “ARP large New York City trust instituti better their profit h 
J ks ge New York City trust institutions better their profits on perhaps an even 
f The recent recapitalization of the interviewed by this columnist, reactions more favorable per share basis, bearing 
1 “A&P” grocery chain, making some range from favorable to negative, with in mind that A&P has more than 21.6 
‘ 18% of its voting common stock avail- the outstanding feature lack of enthusi- million shares outstanding. Majority 
ls able to the public, marks another mile- asm for present commitments as a trust opinion says that the power to raise 
stone in the trend to public participa- investment. This implies no criticism of earnings exists but, in advance of their 
tion in family ventures. Although non- the company but there appear to be realization, the market is appraising 
hs voting shares in this largest of all re- some unanswered questions in their them on the hope of a dividend payout 
sii tail merchandising companies could be minds about operating policies affecting around 50% of estimated $2.50 per 
” purchased previously, the lack of voice profit margins, expansion plans and __ share earnings, or 50% above the $8.00 
s, in its affairs and the well-known reluc- dividend policy. rate on the old stock before the ten- 
Ke tance of management to divulge more The Hartford family insisted upon  for-one split. However, a dividend of 
” than a bare minimum about its opera- a low-margin, high-volume operation $1.20 at the current price of 55 would 
a tions deterred many investors, especially which financed expansion in areas of yield only 2.2% compared with the 
he those acting in a fiduciary capacity. relatively dense population, plow-back 3.3% return at the 1958 low of 241 — 
~ The romance of the A&P name, as in of profits into their own food process- before the run-up in anticipation of the 
lic the case of the Ford Motor stock offer- ing plants, which supply about 11% _ split. 
ly ing two years earlier, sparked a demand of the more than $4 billion per year Trust investment sentiment rates A&P 
- which has advanced the price of the sales volume, and token dividends to stock as deserving the same P/E ratios 
»p- new stock on the Big Board to about minimize income taxes. Opinions differ as other top companies in the field, 
ral two and one-half times the prevailing at this time upon the prospects for a around 18-20 times, and two sources 
of price on the American Stock Exchange significant change in the old policies consider it slightly superior. Nonethe- 
ith prior to rumors of “going public.” The which have proven so fruitful. In a de- less, the trustees have not yet made it 
on 
se- 
ing AS THEY GROW... 
ays 
. YOUR INVESTMENTS NEED CONSTANT CARE 
l 
= As a man’s investments grow, it becomes increasingly important 
~ i to him that they receive the proper care and attention. In many 
a cases the lawyer, noted for his devotion to the business of his 
the | clients, is unable to give adequate time and attention to the 
lvs fj handling of his own investments. 
ted Periodic reviews of holdings, advice on the purchase and sale 
ng- | of securities, prompt collection of dividends and interest, reports 
my. of income for taxes and other purposes, safekeeping of securities 
pli- —all are matters which increase in importance as investments 
the grow. Many busy, successful lawyers, finding it difficult to pro- 
ails vide adequate time for these matters, have found The Northern 
Trust Company’s Investment Management Advisory Service to 
waa be the solution to the problem. The fees for this service are 
aid modest and tax deductible. 
re- At The Northern Trust it will take you a minimum amount of 
vent time to obtain the maximum of assistance in these matters. If 
has you feel this type of service may be of assistance to you, we in- 
yn. vite you to call Mr. T. L. McDermand, Vice President, or one 
of his associates in the Trust New Business Division. 
THE 
nore COMPANY 
heir | Northwest Corner LaSalle and Monroe Streets 
rot Chicago, filinois * Financial 6-S5500 
a MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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a leading factor in the chain store 
group and there is an evident inclina- 
tion to let the market simmer down 
while observing developments. Two in- 
stitutions expressed preference for other 
entities with smaller share capitalization 
which could register, in their opinion, 
better relative growth than such an im- 
mense company as A&P. 

The consensus at this time indicates 
a future of growth in A&P volume and 
profits, as well as a desire to examine 
in more detail the bases for present 
prices which are evidently regarded as 
a little on the full side in comparison 
with some competitors in the field. 


TRUSTEES TAKE ONE-THIRD OF 
Sears Roesuck Bonps 


Further evidence of the paramount in- 
vestment influence of trust institutions 
acting on behalf of their beneficiaries is 
found in a study of the record industrial 
placement of $350 million Sears Roe- 
buck debentures last summer. Compiled 
by the managers and principal under- 
writers, Goldman, Sachs & Co.; Halsey, 
Stuart & Co.; and Lehman Brothers, 
from the more than 300 investment firms 
comprising the sales group, trustees 
represented by far the largest buying 
source with $115.5 million in 3,642 
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transactions, nearly one-third of the en- 
tire issue. 


Life insurance companies occupied 
second place with $76 million, followed 
by 897 pension fund placements of near- 
ly $37 million. No breakdown was avail- 
able as to bank and non-bank admin- 
istered pension funds but it is logical to 
assume that a good part of this sum 
likewise moved through trust company 
channels, inasmuch as past studies have 
indicated that approximately two-thirds 
in value of all retirement plans are bank- 
administered. The following table shows 
the number of transactions and _ total 
purchases by each group: 

















($000 ) 
Commercial banks ___... 3,642 $115,456 
Life insurance cos. —_._ 2,569 76,254 
Pension funds —...______ 897 36,890 
Savings Hanke . 978 30,914 
Individuals 1,398 16,195 
Fire and casualty cos. _..... 307 9,617 
State funds 239 9,571 
Cenemes) 22... 286 9,453 
Dealers 199 7,704 
Investment trusts —.-- 184 6,864 
Mutual funds 183 6,436 
eer ne 164 5,690 
Estate and foundations —..... 203 5,963 
Fraternal organizations __.__.. 167 4,784 
Capen 4anes 130 3,362 
Labor unions, cemetery asso- 
ciations and non-profit cul- 
tural organizations 87 2,663 
Hospitals ___ 63 2,184 





The inescapable inference from the 
above is that the individual buyer, once 
the mainstay of the bond market, has 
ceased to be a major factor on his own. 
The altered pattern of distribution of 
wealth has penalized the more affluent, 
while the increased disposable income of 
the middle and lower-middle groups has 
been entrusted to the various institu- 
tional media under professional manage- 
ment. 


SMALLER Business FACING 
Equity SHORTAGE? 


The effect upon the capital markets 
of continuing concentration of private 
savings in institutional hands has in- 
vited study from numerous sources be- 
cause of its implications for the future. 
The latest report on this subject, pre- 
sented recently to the Investment Bank- 
ers Association convention by its In- 
dustrial Securities Committee, concluded 
that medium-sized industrial companies 
might find increased difficulty over the 
next decade in equity financing in an 
expanding economy because of institu- 
tional predilection for top names alone. 
This survey was presented by committee 
chairman William S. Hughes, president 
of Wagenseller & Durst, Inc., of Los 
Angeles. 


New York Stock Exchange estimates 
place institutional stock holdings at the 
end of 1957 at 15.7% or about $30.3 
billion. This includes insurance and in- 
vestment companies, colleges, founda. 
tions, non-profit groups, mutual savings 
banks and trusteed corporate pension 
funds. In addition, personal trusts add 
another estimated $30 billion and the 
combined holdings represent roughly 
one third of total dollar equity values. 
Another measuring rod is the statement 
that in the five years 1953-1957, invest- 
ment and insurance companies, savings 


banks and pension funds bought on bal- | 
ance $7.9 billion in equities which com. | 


pares with total new stock issues (ex- 
cluding investment companies) of $11.5 
billion. While this indicates the invest- 
ment potential of the group, a negligible 
fraction of the $11.5 billion new offer- 
ings would be taken by them for lack 
of seasoning. 


The report notes that life company 
assets have tended to double each decade 
and, on this assumption, 1967 could see 
a total of $200 billion, with equities of 
$7-$8 billion. Likewise, granting a con- 
tinuing growth rate in trusteed pension 
funds, this total could touch $50 billion 
at the end of 1965 which, on a 30% 
average equity position, would mean $15 
billion in stocks. Another potentially 
enormous unknown lies in the contro- 
versial variable annuity field which, if 
resolved in favor of the insurance com- 
panies, would absorb more investment 
stocks. Finally, and perhaps late starters 
if at all, liberalization of present re- 
strictive investment policies of public 
employee pension funds could add a bit 
of fuel to the equity fire. While the last 
two are in the “when and if” area. it is 
not unreasonable to suppose that in- 
stitutions will become ever more domin- 
ant as the source of equity capital and 
individuals a smaller factor. 


Under such conditions, small and 
medium-sized companies might find a 
greatly restricted market for their equity 
financing. They are competing with their 
established elders as well as their peers 
but their potential capital sources are 
less numerous. The investment banker's 
advice and aid are therefore going to 
prove invaluable in enlisting regional 
financial support for worthy ventures 


which cannot command national atten: f 
tion at the outset but which may grow | 


in investment stature. He can also assist 


in broadening the investment scope by f 


educating institutional managers in the 


values of medium-sized organizations f 


large enough to warrant institutional 


holding. 
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T ATES 


IMF Stitt ExpanDInG 


The 94 New York State mutual sav- 
ings bank participants in the Institution- 
al Investors Mutual Fund, Inc. have 
sound reason to be happy with the sixth 
annual report for the year 1958, which 
shows net asset value per share at De- 
cember 31 at a new high of $207.56 and 
an unrealized portfolio appreciation of 
just above $16 million. The latter figure 
reflects an increase in 1958 alone of 
$11.4 million, in addition to $867,600 
in realized profits. Total stock holdings 
of 647,200 shares, valued in the market 
at $40.6 million, represented 93.42% of 
total fund assets. 

Since publication of the June 30, 1958 
stock portfolio,* only Hooker Chemical 
and Halliburton Oil Well Cementing Co. 
have been added, while American Opti- 
cal, Douglas Aircraft, Pillsbury Mills, 
Socony Mobil and Standard Oil Co. (In- 


diana) have been eliminated. 


Voters OK 73% or Bonp PROPOSALS 


Although voters approved 73.5% of 
the bond proposals submitted in the 
November elections by a score of 396 to 
247, they exhibited varying degrees of 
selectivity in creating new debt, as men- 
tioned in this column in November be- 
fore results were available. The author- 
ized total of $1.9 billion out of $2.5 bil- 
lion balloted upon was second only to 
the record $2.6 billion approved in 1956, 
according to a compilation by the In- 
vestment Bankers Association. 

All five public housing measures were 
successful to the tune of $236 million, 
in which category two New York State 
issues totalling $200 million met con- 
siderable resistance. Of only two veteran 
aid proposals, California voted $300 
million while Illinois rejected $75 mil- 
lion, Especially noteworthy was the ad- 
ditional defeat by Illinois voters of $81 
million for welfare institutions and $167 
million for state colleges, bringing that 
state’s total rejections to $323 million 
which represents almost half of the $673 
million proposals which failed of en- 
dorsement. 

It is axiomatic that growing popula- 
tion and public service facilities to pro- 
Vide for it must grow in proportion but 
itcan only be considered a good sign if 
the electorate continues, as it appeared 
to be this time, in a aul to examine 
the need for each bond issue. It is re- 
gtetta le, however, that the public hous- 
ing sector carried 100%, though opposi- 
tion i» New York State was marked. Ex- 
tension of class legislation of this na- 
lure is unsound and discriminatory. 


i 


‘T&F July ’58, p. 649. 
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STOCKS HELD BY INSTITUTIONAL INVESTORS MUTUAL FUND 
(At Close of December 31, 1958) 


SHARES MARKET VALUE 


AIRCRAFT MANUFACTURING 


7,000 United Aircraft Corp. _...$ 422,625 

(.97%) 

AUTOMOBILES 

6,000 General Motors Corp. — $ 297,000 
(.68%) ——————- 

BuILpING MATERIALS 
7,400 U. S. Gypsum Co, $ 725,200 
(1.67%) —————— 

CHEMICALS 
3,000 American Cyanamid Co. _$ 154,875 
2,000 E. I. du Pont de Nemours _ 427,500 
7,500 Eastman Kodak Co. —.... 1,081,875 
12,000 Hercules Powder Co. ___ 678,000 
6,000 *Hooker Chemical Co. __ 232,500 
5,900 Pennsalt Chemicals Corp. 459,250 
1,500 Union Carbide Corp. _... 189,188 
(7.43%) $ 3,223,188 
CONFECTIONERY 

16,000 American Chicle Co. _...$ 732,000 

(1.68% 

CONTAINERS 

8,500 Anchor Hocking Glass _.$ 656,625 
14,000 Continental Can Co., Inc. — 810,250 
4,800 Owens-Illinois Glass 421,200 


$ 1,888,075 


(4.34%) 
Drucs 
13,000 McKesson & Robbins Inc. _$ 884,000 
19,000 Mead Johnson & Co. 1,135,250 
16,500 Merck & Co., Inc. _........... 1,270,500 
23,500 Sterling Drug, Inc. 1,148,562 
(10.20%) $ 4,438,312 


ELECTRICAL EQUIPMENT AND ELECTRONICS 
6,000 General Electric Co. $ 470,250 
1,700 Westinghouse Electric 124,313 


(1.37%) $ 594,563 


ELectrIcAL UTILITIES 


14,000 American Electric Pr. Co. .$ 757,750 
10,000 Baltimore Gas & Elec. Co. 445,000 
12,000 Cincinnati Gas & Elec. Co. 429,000 
‘ 7,000 Commonwealth Edison Co. 398,125 
6,000 Cons. Edison Co. of N. Y. 390,000 
7,500 Gulf States Utilities Co. — 418,125 
12,800 Idaho Power Co. —........ 640,000 
7,000 Kansas City Pr. & Lt. Co. 350,000 
13,000 Louisville Gas & El. Co. — 547,625 
15,000 Northern States Power Co., 
| anne 330,000 
16,000 Oklahoma Gas & El. Co. ~ 478,000 
9,500 Philadelphia Electric Co. — 470,250 
7,000 Southern Calif. Edison Co. 411,250 
8,500 Texas Utilities Co. 554,625 
18,000 Virginia Elec. & Pr. Co. — 686,250 
9,000 Wisconsin Elec. Pr. Co. 335,250 








(17.58%) $ 7,641,250 

FINANCE 
27,000 Beneficial Finance Co. _...$ 702,000 
10,000 Commercial Credit Co. __.. 606,250 








(3.02%) $ 1,308,250 


Foops 
12,500 General Foods Corp. $ 940,625 
21,100 National Dairy Products — 1,031,262 


(4.53%) $ 1,971,887 


SHARES MARKET VALUE 


INSURANCE 
Continental Casualty Co._$ 644,525 


Hartford Fire Ins. Co. —. 571,500 
U. S. Fid. & Guar. Co. —.... 731,500 


5,800 
3,000 
8,800 


(4.48%) $ 1,947,525 


MACHINERY 
3,000 Ingersoll-Rand Co. —....$ 291,750 
(.67%) - 
MISCELLANEOUS 
13,200 General Am. Trans. Corp. .$ 1,524,600 


4,000 *Halliburton Oil Well Cem. 
RMR ie ne ee 247,000 


(4.08%) $ 1,771,600 
NATURAL GAs 
Peoples Gas Light & Coke 
RRS ie — 303,000 
( 10% — 


Non-Ferrous METALS 





6,000 





3,400 Aluminum Co. of Am. _..$ 317,475 
(.73%) —————- 
OrFice EQUIPMENT 
9,500 Pitney-Bowes, Inc. _$ 912,000 
(2.10 %) — 
PAPER AND PULP 
3,500 Crown Zellerbach Corp. _.$ 202,563 


(.47%) —————— 
PETROLEUM 


2,000 Amerada Petroleum Corp..$ 206,250 











14,000 Continental Oil Co. — 883,750 
4,000 Louisiana Land & nen Co. 224,500 
Se Ghee Gata. 319,000 
6n08 Shel os ta. 511,500 
9,000 Skelly Oil Co. _ 600,750 
11,000 Standard Oil Co. (N. J.) — 633,875 
pow tetas $56; 557,375 
12,000 United Carbon Co. _... 876,000 
(11.06%) $ 4,813,000 
RAILROADS 
13,000 Atchison, Top. & S. Fe _.$ 367,250 
10,000 Union Pacific — 356,250 
(1.67%) $ 723,500 
RETAIL TRADE 
6,500 First National Stores, Inc. $ 520,000 
10,500 Jewel Tea Co., Inc. —.... 971,250 
16,000 National Tea Co. 1,092,000 
4,500 J. C. Penney Co., Inc... 488,250 
(7.07%) $ 3,071,500 
STEEL 
7,500 Bethlehem Steel Corp. _..$ 392,812 
5,000 United States Steel Corp. 481,250 
(2.01%) $ 874,062 
TELEPHONE 
2,500 American Tel. & Tel. Co. .$ 562,500 
(1.29%) — 
TIRE AND RUBBER 
6,700 Firestone Tire & R. Co. _.$ 884,400 
8,500 B. F. Goodrich Co. _.. 688,500 
(3.62%) $ 1,572,900 
647.200 Total (93.42%) $40,605,725 
*New. 
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ioe een. iat High-Low High-Low 1946-50 1941-45 1931-40 1919-1930 - 
1. 1. S. Government Bond Yields | 
3-Year Taxable Treas. —________ N 3.70 3.56 2.78 3.70-1.92 4.10-1.35 1.68-0.90 1.32-1.07 (a) (a) (a) Wy Conce 
6-Year Taxable Treas. ___._____.. % 3.87 3.60 2.84 3.87-2.27 4.12-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) muck 
10-Year Taxable Treas. _.....___._ % 4.01 3.62 2.96 4.01-2.56 3.97-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) lishe 
Bank 214s, 9/15/72-67 _..________-__ N 3.86 3.49 3.05 3.86-2.73 3.77-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) Asso 
Victory 2%4s, 12/15/72-67 —_...____ ~ % 3.83 3.46 3.04 3.83-2.72 3.72-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) of l 
314s, 1983-78 __.. % 3.84 3.62 3.22 3.84-3.04 3.69-2.59 (b) (b) (b) (b) 
3s, 1995 o 3.68 3.50 3.20 3.68-3.05 3.60-2.94 The 
2. Corporate Bond Yields dor, 
Aaa Rated Long Term —_.---_--__ _ % 4.10 4.07 3.68 4,.14-3.55 4.15-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 Stace 
Aa Rated Long Term ——~—--. % 4.19 4.18 3.92 4.24-3.74 4.31-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 call 
A Rated Long Term ____. % 4.43 4.41 4.13 4.47-3.95 4.51-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 : 
Baa Rated Long Term % 4.86 4.85 4.97 4.96-4.51 5.11-8.15  3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 Frui 
8. Tax Exempt Bond Yields exha 
Aaa Rated Long Term te 3.12 3.14 2.84 3.31-2.64 3.45-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) bana 
Aa Rated Long Term __ N 3.36 3.34 3.01 3.62-2.87 3.72-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) Busi 
A Batei tone Term —.......... _ % 3.69 3.68 3.28 3.82-3.07 3.98-1.72 2.64-1.28 2.49-1.49 3.29-2.11 (d) (d) more 
Baa Rated Long Term __.....-__._... % 4.10 4.10 3.92 4.34-3.64 4.51-1.98 3.05-1.57 2.94-1.80 3.71-2.60 (d) (d) 
4. Preferred Stock Yields all o 
Industrials—High Dividend Series lati 
SEE RON % 4.47 4.49 4.31 4.49-4.22 4.68-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 Simi 
Medium Grade — —_ We 5.07 5.05 5.56 5.24-5.07 5.60-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 in fo 
Industrials—Low Dividend Series : 
High Grade . % 4.87 4.86 4.88  4.41-4.11 4.67-3.46  3.92-8.27(e) (e) (e) (e) Ceve 
Medium Grade —___.... - J 4.79 4.83 4.95 4.90-4.54 5.16-3.80 4.20-3.52 (e) (e) (e) (e) Creal 
Utilities—Low Dividend Series respe 
CS eee eee na. ae 4.68 4.68 4.59 4.74-4.33 5.00-3.78  4.24-3.40(e) (e) (e) (e) t bros 
Medium Grade —_..______.... % 4.95 4.93 5.01 4.96-4.69 5.34-4.18 4.65-3.69 (e) (e) (e) (e) plish 
5. Common Stocks 
125 Industrials—Prices (g) —-—__ $177.75 168.37 128.88 177.75-129.97 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) back 
125 Industrials—Div. (g) =" 5.64 5.63 5.88 5.86-5.63 5.94-4.13  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 ‘f) 1 Un 
125 Industrials—Yields _...__E- % 3.17 3.34 4.58 4.49-3.17 6.79-3.63 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.15 ‘f) tml 
(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. (e)—Low Dividend Preferred Yield Averages in this series date from Tow 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. Jan. 2, 1946. lillig 
(¢)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. (f)—125 Industrials Averages date from Jan. 1, 1929. i 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (g)—Dollars per share. 
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Banana Harvest 
United Fruit Points a Moral on U.S. Enterprise Abroad 


ATE last week Dr. Milton Eisenhower, 

wearing the familiar family grin, 
touched down at MATS Terminal in Wash- 
ington on his return from a combined 
fact-finding mission and good-will tour 
through Central America. Nowhere on 
his odyssey, happily, did he undergo any- 
thing comparable to Vice President Nixon’s 
ordeal of last May. One reason could be 
that, in the wake of that near-disastrous 
journey, the President’s brother chose a 
less exposed itinerary. Even so, he en- 
countered occasional cries of “Milton, go 
home!” and, by his own account, more 
sharp words than on any previous visit. 
The U. S., it seems, for all its efforts to 
woo popularity, is not universally beloved 
in the lands to the south. Indeed, a search- 
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| ing reappraisal of this country’s relations 
| with its Good Neighbors in this Hemi- 


isphere is emphatically in order. 


In casting about for a new approach, 
Foggy Bottom should look hard and long 
at the achievements of certain private 

\concerns in this same touchy area. Very 
much in point is a fact-filled volume pub- 
lished today by the National Planning 
Association, the seventh of its case studies 
of U. S. business performance abroad. 
The authors, a former president of Ecua- 
dor, Galo Plaza, and a respected economist, 
Stacy May, describe in detail what they 
call the “rough road to success” of United 
Fruit Co. in Latin America. From their 
exhaustive study of the world’s greatest 
banana empire, certain lessons emerge. 
Business-minded Unifruit has accomplished 
more for Pan-American solidarity than 
all of Washington’s costly market manip- 
ulations in coffee and non-ferrous metals. 
Sinilarly, the Boston-based corporation, 
an fostering economic progress in the less 
Cevelopec countries, puts to shame all the 
Creaking apparatus of foreign aid. In both 
?epects, the private dollar, venturing 
broad in search of a profit, has accom- 
Plished ¢.r more than the public dollar, 
backed o; ly by fuzzy philanthropy. 

) United 
*mple, | 
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Fruit is an almost classic ex- 
59 years, the company has 
il it sprawls over more than a 
res in Guatemala, Honduras, 
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Ecuador, Costa Rica, Colombia, Panama 
and elsewhere. In 1957 its Great White 
Fleet of 61 ships brought no fewer than 
26 million stems of bananas into this 
country. The company also cultivates 
substantial acreages of sugar cane, cacao, 
abaca, palm oil and timber, and owns 
nearly 1,400 miles of railroad. Seeking 
still further diversification, it is now on 
the prowl for oil and natural gas, bauxite, 
iron ore and other minerals. Already the 
concern and its subsidiaries boast assets 
of nearly $400 million. If far from gi- 
gantic by U. S. standards, compared with 
most Central American ventures, it is a 
colossus. 


* ok co 
Its growth, however, has not come 
easily. For few enterprises on the globe 


face as dismaying a profusion of risks, 
year in and year out. To begin with, its 
main source of income, the banana (which 
NPA calls an implausible product), is 
singularly susceptible to a host of plant 
and soil diseases, as well as to windstorm 
and flood. Equally threatening to Uni- 
fruitco prosperity are strikes in the so- 
called banana republics or on the docks 
where its highly perishable cargoes are 
unloaded. Adding to the company’s woes 
was the Justice Department’s recent anti- 
trust fight to dissolve it, which ended this 
spring, when Unifruit signed a consent 
decree, promising eventually to form a new 
competitor out of its own assets. Yet 
perhaps most hazardous of all is the cir- 
cumstance that, to many a sensitive Latin, 
this foreign-owned venture, launched in 
the flamboyant era of dollar diplomacy, 
long has symbolized U. S. imperialism. To 
some, the very name United Fruit con- 
jures up an image comparable to that of 
the Abominable Snowman in the mind of 
a Sherpa guide. 


The exhaustive NPA study reveals how 
utterly misleading that picture is. In the 
first place, it painstakingly documents the 
fact that United Fruit is far from being 
a corporate plutocrat. The return on its 
investment over the years, while adequate, 
has failed to match that of the average 
company of its size here at home. For the 
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past 11 years, its shareholders have en- 
joyed no capital gains. In a dynamically 
expanding U. S. economy, United Fruit, 
indeed, barely has held its own. 

In contrast, the company has done con- 
spicuously well for its host countries—as 
they themselves are beginning to appre- 
ciate. In 1954-55, the year analyzed by 
NPA, its expenditures in the six-nation 
area totaled $139 million, and it provided 
foreign exchange benefits of almost $76 
million. Except in Colombia, Unifruitco 
tax payments constituted more than 6% 
of total government revenues. Significant- 
ly, too, the acreage yield of its plantations 
was 20 times the average for all other 
improved farm land. All in all, the com- 
pany left in its production area more than 
$7 for every dollar it took out in profits. 


Yet the demands on Unifruitco go be- 
yond dollars and cents. Its plantations 
lie in areas previously undeveloped, often 
almost uninhabited. The company, then, 
must supply all the necessary community 
services—homes, schools, hospitals, 
churches, roads and_ utilities. United 
Fruit housing, to take but a single ex- 
ample, is the best provided agricultural 
workers anywhere in the tropics. The 
company also pays wages and fringe bene- 
fits well above the going rate. As an en- 
lightened employer in underdeveloped 
lands, it is running a private program 
far more comprehensive than the much- 
touted Point IV. 


Here, then, is a vigorous missionary for 
free enterprise, taking on inordinate risks, 
for relatively small profit. While many of 
Washington’s lavish grants and loans 
prove unproductive, or worse, United 
Fruit yields rich rewards both to the U. S. 
and to Latin America. Moreover, while 
inter-government deals in support of 
coffee, for example, already have cost this 
country more than half a billion dollars, 
keeping the banana business healthy has 
cost not a cent. If the U. S. and its friends 
to the south will join to encourage more 
such private ventures, all concerned will 
benefit. From the viewpoint of the hard- 
pressed taxpayer, this is free enterprise 
that is both enterprising and free. 


nc. 











I—Employment Costs in Relation 
to Income 


MPLOYMENT COSTS INCLUDE WAGES, 
E salaries and other employee bene- 
fits such as the non-contributory part of 
pension plans, social security taxes, in- 
surance, supplemental unemployment 
benefits, savings fund costs, and pay- 
ments to industry welfare and retirement 


funds. 


The growing magnitude of these 
fringe benefits can be visualized by com- 
paring the annual totals for U. 5. Steel 
Corporation for each of the past five 
years: 


Year ended Wages and Pensions and other 

Dec. 31 Salaries employee benefits 
(Thousands of dollars) 

1957 - $1,596,826 $265,119 16.6% 

1956 1,455,616 225,353 Tow 

1955 1,415,012 199,874 12.3 

1954. 1,218,207 168,746 13.9 

1953 1,397,432 171,802 12.3 





$7,083,093 $1,030,894 


Another revealing comparison is to 
relate the sum of annual fringe benefits 
to the net income applicable to the com- 
pany’s common stock and to the amount 
of common stock dividends paid: 





Net income Common 
Year ended Total fringe for Com- stock 
Dec. 31 benefits mon Stock dividends 
— Thousands of dollars — 
1957 . $265,119 $394,187 $161,241 
7956 ......... 225,353 322,879 144,884. 
1955 _......... 199,874 344,880 122,907 
1954 ___.. 168,746 170,148 85,517 
953° .... 171,802 196,868 78,329 
Totals __. $1,030,894 $1,428,962 $592,879 


In each of the past five years fringe 
benefits to employees exceeded divi- 
dends to, common shareholders and for 
the entire five year period about $1.74 
of fringe benefits was paid for each dol- 
lar of common stock dividends. 


Aggregate net income for the common 
stock for the five years of $1.43 billion 
was only 20% of the $7.08 billion wage 
bill and 17.6% of the $8.11 billion total 
of wages, salaries and fringe benefits for 
that period. 


In 1957, net income applicable to 
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ERRATA 


On page 1156 of the December is- 
sue, lines 4 through 7 of the fifth 
paragraph in the third column were 
incorrectly transposed from their 
proper position following line 7 of 
the fourth paragraph in column two. 

Also, in line 9 of the second para- 
graph of column three the correct 
figure should be 4%. 











common stock had risen to about 25% 
of the $1.6 billion for wages and sal- 
aries and 21.2% of total employment 
costs for that year. 


1lI—Measuring the Historical 
Impact of Rising Employment 
Costs 


The conventional method of measur- 
ing the consequences of increasing em- 
ployment costs is to relate these costs to 
sales or total revenues. Tabulated below 
for U. S. Steel, Bethlehem Steel and 
General Electric are the ratios of em- 
ployment costs to total revenues in each 
of the years 1948-1957. 


Employment costs as a per cent 





Year ended of total revenues 

Dec. 31 U.S. Steel Bethlehem Gen. Elec. 
1957. 42.2% «= 38.1% +=: 37.6% 
£50' .... 39.8 36.7 38.3 
F955: 39.4 36.9 37.5 
1954 __.... 42.7 39.4 39.0 
Ss 40.6 37.3 35.5 
i s —_n 42.1 38.7 35.4 
a 39.0 36.9 38.4 
Ds 39.9 37.0 34.6 
1949 ____. 41.1 37.6 36.7 
1946 ........ 41.7 38.5 39.1 
10 yr. av. 40.9% 37.7% 36.9% 


These data indicate that while total 
dollar employment costs increased by 


the following percentages: U. S. Steel 
79.8%; Bethlehem Steel 97.7%: Gen- 
eral Electric 123.9%, each company was 
able to keep these costs in reasonably 
constant relationship to total revenues. 
Closer inspection of the figures seems 
to indicate that U. S. Steel did not 
handle this important aspect of cost con- 
trol quite as effectively as Bethlehem or 
G. E. The latter two companies had a 
lower average ratio of employment costs 
to revenue and displayed a slight de- 
cline in this percentage from 1948 to 
1957, while employment costs of U. S. 
Steel rose slightly from 41.7% to 42.2% 
of revenues. 


These conclusions, however, are fal- 
lacious because they are based on an 
erroneous assumption that the cost struc- 
tures of the three companies are sufh- 
ciently similar to permit valid compari- 
sons when their respective total revenues 
are used as bases for the computation of 
percentages. 


The fundamental differences in their 
cost structure and the contribution that 
each company makes to the products and 
services which it combines and processes 
into finished products is indicated by a 
comparison of the “value added” by 
each of the three companies in each year. 
“Value added” (also known as “con- 
tributed value”) is the sum of: employ- 
ment costs, interest and other costs of 
long term debt, depreciation, taxes, and 
net income. It is also defined as the 
excess of the value of “products and 
services sold” over value of “products 
and services bought.” 


The following tabulation shows value 
added in millions of dollars and as a 





Year ended 


Dec. 31 U. S. Steel Bethlehem General Elec. 
— millions of dollars — 
a (ie $3089.6 70.0% $1525.6 58.1% $2295.3 52.9% 
a 2741.4 64.8 1316.6 56.2 2134.6 52.1 
Cees Seer 2742.5 66.9 1284.2 60.7 1790.9 51.7 
i es 2116.1 65.1 1035.8 62.1 1690.0 50.7 
Ser eee 2442.3 63.3 1189.5 56.8 1823.9 o19 
LS ee 1829.8 58.3 904.3 53.1 1592.1 53.2 
ae ae 2196.2 62.3 1011.2 56.2 1518.9 58.0 
i | ie 1837.6 62.2 840.0 58.1 1244.3 595.7 
Se 1416.0 61.5 697.7 54.9 966.7 52.2 
a 1472.6 59.3 702.9 53.4 1022.4 54.8 
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percent of total revenues for these three 
companies.” 


Value added represents the margin 
from which employment costs are met 
and profits drawn. Increases in prices 
for the finished products sold increase 
the value added margin. A progressive 
increase in this margin over time and 
an increase in the ratio to total revenues 
of value added are both favorable fac- 
tors from the stockholder standpoint. 


Both U. S. Steel and Bethlehem have 
been able to improve their cost struc- 
tures over the 10-year period so that 
a larger percentage of the dollars ob- 
tained from product sale is incorporated 
into value added. General Electric has 
seen its margin of value added as a per- 
centage of its total revenues, contract 
from 54.8% to 52.9%. 


IIi—Employment Costs Related 
to Value Added 


When we regard the outlays for prod- 
ucts and services bought as an offset to 
total revenues and measure company 
progress by the amount of value added 
that it contributes, and by the percent- 
age relationship of value added to total 
revenue, we establish a rationale for re- 
lating employment costs to value added. 
By making this comparison we maintain, 
at least implicitly, that we obtain better 
comparability of the economic contribu- 
tion of individual companies by compar- 
ing the amounts of their “values added” 
and their principal components of value 
added, than we do by comparing sales 
of these companies where the sales 
figures contain varying proportions of 
costs of products and services pur- 
chased from others. 

When we relate employment costs to 
value added (from which employment 
costs are met in accordance with our 
assumption), we find: 


Employments costs as a per cent 


Year ended of Value Added 


Dec. 31 U.S. Steel Bethlehem Gen. Elec. 
— 60.3% 65.6% 71.2% 
1956 61.3 64.4 73.3 
1955 58.9 60.7 72.0 
1954 65.5 63.4 70.1 
1953 64.3 65.6 68.4 
1952 72.3 72.8 66.6 
1951 62.3 65.7 66.2 
1950 64.2 63.7 62.1 
1949 66.8 68.4 70.4 
1948 70.3 72.0 71.4 


These data place the impact of em- 


ployient costs in a different perspective 
than when these costs are related to rev- 
fnues. From 1948-1957 U. S. Steel and 


Bethi-hem have reduced the proportion 
of value added needed to meet employ- 
ment costs while General Electric has 
shown negligible improvement. 


Januiry 1959 


The simple, easily calculated, ratio of 
employment costs to revenues has very 
limited analytical usefulness in estimat- 
ing the true relative vulnerability of 
companies to increases in this important 
cost component. In fact, for the same 
company changes in the proportion of 
total revenues paid out for products and 
services impair seriously the comparabil- 
ity over time of “employment costs as a 
percentage of total revenue.” 


While employment costs of U. S. Steel 
in 1957 absorbed 42.2% of total rev- 
enues, these costs took up 60.3% of 
added value. General Electric required 
only 37.6% of total revenues to cover 
employment costs but used 71.2% of 
value added for this purpose. General 
Electric thus has become more vulner- 
able to rising labor costs than has U. S. 
Steel or Bethlehem on the basis of the 
companies’ respective showings for the 


10 years ended 1957. 


I1V—Measuring the Future Impact 
of Increasing Employment Costs 


With the present tax rates of 52% 
for corporations, each dollar of addi- 
tional employment costs (unless offset 
by higher selling, prices, greater produc- 
tivity, or offsetting cost reductions) will 
reduce net income applicable to the com- 


mon stock in the amount of 48 cents. 
Thus in 1957, with no offsetting factors, 
the net income applicable to U. S. 
Steel common stock of $394,187,279 was 
equivalent to about $821 million of ad- 
ditional employment costs. In short, an 
uncompensated 44% increase in wage 
rates and fringe benefits would have 
wiped out all net income for common 
stockholders. 

On the basis of the 1957 wages-in- 
come relationships, each 1% increase in 
employment costs, unless offset by in- 
creased selling prices, greater productiv- 
ity, or offsetting cost decreases, repre- 
sented a decrease in net income ap- 
plicable to the common stock of 214%. 

The significance of this relationship 
of employment costs to net income for 
the common stockholders is conditioned 
by the ability of the employer to pass 
on increases in employment costs to his 
customers in the form of higher selling 
prices, or to offset these increases by in- 
ternal economies. Marginal producers in 
any industry will be less able to ab- 
sorb employment cost increases and re- 
main competitive. 

The less efficient companies in indus- 
tries with a high labor cost component 
in relation to value added present spe- 
cial hazards to their stockholders as the 
spiral of employment costs rises. 
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Abstracts from recent talks by officials of companies 
whose securities are of interest for trust and other 
institutional investors. 


AMERICAN CAN CO. 


WituiaM C. STOLK, president 


New pricing system effective January 
1 will establish prices in direct relation 
to specific costs. Some 60,000 different 
prices will be developed in contrast with 
the uniform prices that prevailed in two 
pricing areas. The new policy is de- 
signed to discourage larger users of 
packer’s cans from undertaking manu- 
facture of their own cans. 

With the same unit volume there 
should be no loss of profit in 1959 and 
with increased volume expected from 
the new system, earnings should im- 
prove. In its eight major plants equip- 
ment costing $32 million will produce 
cans from steel coil at a saving of about 
35 cents per base box over the cost of 
sheet tern plate. 

The new pricing and production pro- 
gram have placed the company in the 
“healthiest” position in its history. 


New York Society, Dec. 22 
AMERICAN CYANAMID CO. 


Wituiam G. MALco.M, president 


Profit for 1958 will be about 25% 
less than the $2.42 a share for 1957. 
Enlarged marketing programs, some 
price reductions, and higher employment 
costs have temporarily reduced earn- 
ings. 

Completion of several major capital 
programs required heavy start-up costs 
and additional depreciation although 


initial output is still low. Such costs will 
exceed 25 cents a share in 1958 and will 
continue at a high level during the first 
half of 1959. 

Cleveland Society, Dec. 11 


AMERICAN MOTORS CORP. 
GeorGE ROMNEY, president 


“Rambler sales, based upon actual 
orders for the first quarter, and dealer 
predictions for the second quarter of the 
1959 fiscal year are running about 
140% above the first six months of 
fiscal 1958. 

“In unit terms, we expect to produce 
and sell about 150,000 Ramblers in the 
first half compared to 63,380 Ramblers 
in the October to March period last 
year.” 


New York Society, Dec. 16 


CLEVELAND ELECTRIC 
ILLUMINATING CO. 


F. WARREN Brooks, vice-president 
The Cleveland area had a sharper dip 


and a quicker recovery in activity than 
the country in general. KWH sales for 
1957 were down about 3.8% but earn- 
ings for the 12 months ended Septem- 
ber 30, were $2.55 a share, the same 
as one year earlier. Utilization of near- 
by coal mines and coal trucking have 
kept fuel costs down. 
New York Society, Dec. 17 


COCA-COLA CO. 


WituiaM E. Rosinson, chairman 
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With 1958 sales reaching an all-tir:; 
high, earnings will approximate tie 
$7.07 a share reported for 1957. 

Foreign operations are the fastest 
growing segment of the business, 
quiring a high level of capital expendi- 
ture, which is expected to continue for 
some time. Cash and cash equivalents, 
however, have been maintained at the 
same level as last year. 

King size and family size bottles have 
been adopted by 85% of the franchised 
bottlers and now contribute 20%-25% 
of bottling volume. Only about 2% of 
packaged soft drinks are sold in cans 
and there appears to be no indication 
that this percentage will increase. 

New York Society, Dec. 4 


oO 


EATON MANUFACTURING CO. 


Joun C, V. VirpdEN, chairman 


Forecasts of 1959 production of 5.5 
million motor cars and million 
trucks should generate earnings of $5.50 
a share. 1958 sales of $200 million are 
estimated with earnings of $3.50 a share. 

Gains from cost reduction programs 
are beginning to appear but will not 
materialize fully until volume increases. 
Company’s expansion and moderniza- 
tion program which has involved $100 
million since 1945 is now completed. 
Depreciation is now exceeding capital 
expenditure. With small bank and other 
debt it is expected that the $3 dividend 
can be maintained. 

Cleveland Society, Dec. 17 


one 


NATIONAL ACME CO. 


T. L. StRIMPLE, president 


Purchase of machine tools by auto- 
motive industry has shown a very mod- 
erate increase and there have been no 
indications of small car production in 
1960. 

With 1958 sales about 55% of 1957 
volume, net is expected to be $1.90 a 
share compared with $5.80 in 1957. Di- 
rectors have under consideration a stock 
split of the present 500,000 shares. 

New York Society, Dec. 2 


NORFOLK AND WESTERN 
RAILWAY CO. 


STUART T. SAUNDERS, president 


Earnings of $7 a share are likely for 
1958 compared with the record earnings 
of $7.75 in 1957. 

Working capital of $51 million will 
be up about $8 million over the preced- 
ing year in spite of capital expenditures 
of $46 million, of which $24 million was 
financed by equipment trust certificais- 

New York Society, Dec. 7 
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Natural Gas Provides... Ra 


LIFELINES fo. TOMORROW 





in PIPELINES plonned TODAY Yi 


In the next few years, the people in the West are 
going to have a lot of new neighbors. The western states 
served by El Paso Natural Gas Company and its sub- 
sidiaries are growing three times as fast as the rest 
of the nation. 


There are good reasons for this rapid growth — 
climate, scenery, a dynamic economy. New businesses 
are starting, old businesses are expanding. 


Spurring this progress are energy supplies — natural 
gas, liquid petroleum, water power and solid fuels. They 
fuel business machinery, heat homes, power mills, pro- 
vide the basic essentials for the comforts of life. 

Today, natural gas is the West’s fastest growing source of 
energy. Use of natural gas is expected to rise an estimated 
86 per cent in the decade ending in 1966. 


It’s our job to see that the West gets that gas. We are 
constantly searching for new reserves, developing them 
and then building the pipelines to deliver the gas to 
distributors and industries, from wells hundreds of 
miles away. 

This effort pays off in the assurance that years in the 
future — even with demand growing at a record pace — 
the West will have the energy supplies essential for 
continued growth. 


EL PASO NATURAL GASjl, 


C mmon Stock listed on the New York Stock Exchange, Midwest Stock Exchange and Pacific Coast Stock Exchange. 
®: gistrars; New York, City Bank Farmers Trust Company; Chicago, The First National Bank of Chicago. 
T-ansfer Agents: New York, The Chase Manhattan Bank; Chicago, Continental Illinois National Bank and Trust Company of Chicago. 

















INVESTMENT COMPANY NOTES 


By HENRY ANSBACHER LONG 


High 1958 Redemptions Suggest 
Study of Mutuals’ Sales Setup 


Are the redemptions of mutual fund 
shares by their investors too high? Pre- 
liminary figures released by the invest- 
ment companies’ trade organization for 
the year 1958 would certainly appear to 
indicate so. Redemptions of more than 
one-half billion dollars were just about 
one-third of the $1.6 billion gross sales 
for the last twelve months and up 25% 
over those of a year ago. This, of course 
is an overall figure and individual spon- 
sor groups had varying experiences. For 
example, the three mutuals in the Broad 
Street group, the first funds to report 
sales for the year, held the increase in 
redemptions over 1957 to 6%. 

If the mutuals are to establish them- 
selves as a worthy part of the financial 
institutional framework in the country, 
it will be primarily as a much needed 
intermediary between the sellers of in- 
dividual securities and the ultimate in- 
vestor. In other words, they perform a 
necessary service for those who have not 
the resources or facilities to make use 
of individual investment counsel. The 
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high redemption ratio would seem to 
indicate that this primary function of the 
funds is not adequately understood by a 
vast number of mutual shareholders. 


Undoubtedly the chief reason for this 
lack of understanding lies with the cur- 
rent distribution setup. Anyone, it seems, 
can sell mutuals, regardless of back- 
ground or training. Of course, the re- 
sponsible retail outlets have training 
courses, albeit of limited duration. And 
the debate rages on such questions as 
whether part-time salesmen should be 
permitted to contact the public and 
whether the retail merchants of funds 
should be required to have college de- 
grees. We wonder, however, if the essen- 
tial point is not missed; that is, advising 
a person on his or her lifetime financial 
setup is a serious problem which only 
the full-time career professional should 
handle. Certainly this at least requires 
education in an accredited business col- 
lege as well as sound preliminary train- 
ing and experience in the general securi- 
ties field. Then there must be removed 
the conflict of interest that inevitably 
stems from the present method of se- 
curity distribution and commission com- 
pensation of salesmen based on the size 
of initial and subsequent volume. *' 


In other words, the public will come 
to the mutual advisor exactly as it comes 
to the investment counselor or doctor 
today and obtain comparable unbiased 
professional advice as to which fund or 
funds are best suited for his needs. Per- 
haps fund sponsors will not be able to 
impress the public as readily as now 
with their gross sales volume, but re- 
demptions will tend to minimize. Finally, 
assuming an inevitable prolonged de- 
pression, mutual funds will have proved 
their worth. Their foundations, sup- 
ported by a sound integral functioning 
in the individual’s estate and the insti- 


tution’s investment program, will be se 
cure. 


Institutional Investors 
Hold 1014%4% of Fund Assets 
Institutional investors of all kind: 
hold 1014% of mutual fund assets. Mo: 
than half of the value of such holdings. 
in an amount of $439,215,000, is heli 
by banks and individuals serving as 
trustees, guardians and administrators. 
This is revealed in a recent shareholder 
survey of 87 open-end funds with assets 
of $7,478 million representing 63.4¢¢ of 
the total membership assets of the Na- 
tional Association of Investment Com- 
panies. Shareholder fiduciary accounts 
totaled 111,394 in September 1958 as 
against 89,559 a year earlier. (See table 
below) 


Questionnaire on 
Size Study Received by Mutuals 

Early last month the investment com- 
pany industry received the Jong awaited 
questionnaire which will form the basis 
for the study of their size being made 
by the Securities Unit of Wharton 
School of Finance and Commerce on 
behalf of the S.E.C. The voluminous 
series of questions is divided into five 
main parts, replies to which will be 
due at staggered intervals commencing 
on January 15 and extending through 
May 29. It covers registered companies 
with assets of $1 million or more. 

Part I begins with questions as to 
organizational history, selling methods, 
affiliations of management and under- 
writers, various fees charged, and divi- 
dend reinvestment practices. It also re- 
quires information on breakdown of 
portfolios according to characteristics 
of prior securities, preferreds and com- 
mons as well as per cent of cash and 
near cash items to total net assets on 
certain specific dates commencing on 
December 31, 1952. Part II requires 
monthly data as to purchases and sales 
of 30 selected portfolio securities for 
the year 1953 and from July 1955 
through September 1958. Part III calls 





INSTITUTIONAL 


INVESTORS IN 1958 


87 Mutual Funds 





Number of Estimated Per cent 

Accounts Value Value Average: 

9/30/58 Total Account 

Total Institutional Accounts — 111,394 $793,066 10.5% $7,119 
Fiduciaries (Banks & Individuals serv- 
ing as trustees, guardians and ad- 

CES) a ER eee Sate eee 87,832 439,215 5.9 5,001 
Business Organizations (corporations, 
pension, profit sharing plans and un- 

Oa ot 8.617 164,988 22 19,14¢ 
Institutions and Foundations (hospitals, 

schools, churches) 11,409 127,910 17 11,211 

LSM SR led See 60,953 0.7 17,23 


Unclassified Institutional 


3,536 
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for weekly data on the same securities 
for February, July and October 1957. 


The purpose of Part IV is explained 
by a note in the questionnaire to pro- 
vide “a description of the manner in 
which the company formulates and im- 
plements investment decisions for the 
purpose of achieving its policy and in- 
vestment objective. Information is de- 
sired as to the persons or groups exer- 
cising authority in portfolio transac- 
tions and the operational relationships 
existing between such persons or groups 
and the Board of Directors.” Included 
must be data on types of orders placed 
and number of broker-dealers through 
whom executed. Part V deals with meth- 
ods of handling proxy solicitations, pro- 
posals of minority stockholders, number 
of portfolio company meetings attended, 
policies on personnel acting as directors 
of such companies, etc. 


Mr. Casey Makes Worthy 
Contribution to Mutuals 


William J. Casey, member of the New 
York Bar and Chairman of the Board 
of Editors, Institute for Business Plan- 
ning, has made a worthy and much 
needed contribution to the mutual fund 
field with his recent “Mutual Funds and 
How to Use Them.”* The book is an 
elaboration of a talk he delivered be- 
fore the Mutual Fund Conference in 
1957, as well as an adaptation of previ- 
ous works of Mr. Casey to the use of 
mutual funds. 

While the book is invaluable in pre- 
senting more than three dozen ways in 
which the mutuals can be applied to 
specific family and business purposes as 
well as to secure various benefits under 
the present tax structure, its stress on 
the complementary nature of insurance 


and mutuals would alone entitle it to dis-' 


tinction. In concluding his first chapter 
Mr. Casey states that “there are many 
ways in which mutual fund shares and 
insurance can be used to complement 
each other. Today and in the future, 
the well-informed mutual fund repre- 
sentative will cooperate with the well- 
informed life underwriter to work out 
a balanced investment program designed 
to hedge against inflation and deflation, 
against dying too early and living too 
long.” Mutuals should be used in part 
for hedging inflationary risks in build- 
ing © retirement income, for funding in- 
surance trusts and, in appropriate cases, 
for } lacing matured insurance proceeds 
under trust. Individual chapters are de- 
Vote to each one of these uses. 


ee 


*Mu‘ual Funds and How to Use Them. William 
J. Casey, Institute for Business Planning, Ince., 
2 W. i3th St., New York 11. 215 pp. $12.50. 


January 1959 


Approximately 40% of the book deals 
with explanations of various uses of 
trusts, with the mutuals serving as the 
investment media and getting minor at- 
tention in the text. Separate chapters are 
devoted to thrift, profit sharing and pen- 
sion plans, but no reference is made 
to the problems involved in using the 
majority of mutuals in the latter. This 
is unfortunate because most funds’ port- 
folios are weighted on the equity side. 
A particularly worthy observation, how- 
ever, is that the marital deduction trust 
be invested in mutuals with income as 
the primary objective, while a growth 
fund should be the investment medium 
for the non-marital trust. Mr. Casey’s 
explanations explore the deficiencies of 
the Gifts to Minors Acts as against trusts 
and detail the disadvantages of joint 
tenancy. 

In only one category were we disap- 
pointed and that was a certain fuzziness 
about the cost of mutuals to the investor. 
One might think from the text that the 
initial selling commission averaging 
714% on offering price was the only 
expense to be borne by the shareholder 
while, of course, there is also the an- 
nual management fee. Then, too, Mr. 
Casey might have mentioned the almost 
two dozen funds that charge no initial 
selling commission — this latter cost 
is an investor expense that might just 
as well be minimized as taxes. But these 
minor omissions hardly detract from the 
overall value of the book which make it 
a must for every mutual fund man who 
wants to command a basic introduction 
in estate planning. 


Stock Fund Share 
Asset Value Up 37% 


The share net asset value of 
common stock mutuals increased 37% 
during 1958, according to our monthly 
index of principal and income _per- 
formance.* During the same _ period, 


per 


*The index figures include capital gains distri- 
butions paid out during the year. 








Standard and Poor’s 500-stock Index 
appreciated 38%. The increase for the 
balanced funds included in the index 
was 2514%. Practically every one of 
the 41 companies in the analysis reached 
an all-time high at the 1958 year end. 
Measuring principal performance from 
the index base date of December 1939, 
the common stock funds have appreci- 
ated 243.3% and the balanced com- 
panies 152.2°0 compared with a 342% 
increase for the Standard and Poor’s 
“500.” 

The 1958 dividend return from in- 


vestment income — expressed as a per- 
centage of average month-end offering 
prices — was 3.36% for the balanced 


funds as against 3.51% a year earlier. 
For the stock funds, the current return 
was 2.94% compared with 3.08% dur- 
ing the previous twelve months. The 
high asset values for the funds during 
the latter part of the year quite natur- 
ally was one of the reasons for this 
reduction in the return for most com- 
panies. Another factor was a slight de- 
crease in actual dollar amounts of in- 
come distributions, varying from one to 
six per cent, due to smaller payouts in 
portfolio holdings. Other reasons ad- 
vanced for lessened dividend returns 
was a shift in some portfolios to lower 
yielding growth stocks and the reduc- 
tion in assets working for each share 


due to capital gains distributions early 
in 1958. 
A A A 


Mooneys Joins N.A.I.C. 


George A. Mooney has been appointed 
executive director of the National As- 
sociation of Investment Companies. Mr. 
Mooney had been New York State 
Superintendent of Banks for the last 
four years and prior to that was a 
business and financial editor for the New 
York Times. The Association’s 173 mem- 
ber companies include 149 mutual funds 
with assets of $12.7 billion and 24 
closed-end investment companies with 
assets of $1.5 billion. 








EATON & HOWARD BALANCED FUND 


A mutual investment fund with diversified holdings of investment 


quality bonds, preferred and common stocks selected for reason- 


able current income and for possible growth of principal and income. 


Managed by 


EATON & HOWARD 


INCORPORATED 


24 Federal Street 
BOSTON 


BOSTON 


ESTABLISHED 1924 


Russ Building 
SAN FRANCISCO 


Prospectus from your Investment Dealer or the above.. 
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Indices are based on fund operations during the period covered and are not a 
representation of future results. They should be considered in the light of the 
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Reference should be made to the introduc- Under I 2 3 4 5 6 7 8 9 
ee ene ree eee OR EP Pesce =| 12/31/35 to 12/30/39 to — 12/46 
poses of publication and considerations in Memt Principal I eae 
selecting stock and cost-of-living averages, See Principal Seenclp bs ne. Principal - Inc. 
periods and in interpretation of data. ees High Low Princ. To Low High ee: %o 
BALANCED FUNDS 
American Business Shares 1939 — — — 100.0 — 65.9 177.1 169.6 3,42 
Axe-Houghton Fund “A” __ 1938 _ oa _ 100.0 — 71.4 275.8 266.5 2.48 
Axe-Houghton Fund “B” _ 1938 _ os ae 100.0 a 83.1 316.4 305.5 2.75 
Boston Fund . nahaaeee 1932 103.1 171.9 72.6 100.0 3.46 60.2 250.1 236.1 2.63 
Commonwealth Investment _ ; 1932 106.3 168.4 64.4 100.0 3.05 73.5 306.9 292.4 2.94 
Eaton & Howard Balanced 19382 114.5 134.7 80.0 100.0 4.27 73.6 274.7 260.4 2.80 
Fully Administered Fund (Group Securities) 1938 _— oo — 100.0 — 69.4 192.0 181.1 53.75 
General Investors Trust _. 1932 110.0 152.7 71.4 100.0 4.20 | 65.2 189.7 | 1869 ( 3.48 
Investors Mutual _ _ arts 1940 — — =< = — 73.5 217.2 209.5 443.59 
Jopesten Meutuel Fund 3 2 1947 — — os oe — — 280.7 267.1 $83.08 
Nation-Wide Securities* * 1932 102.6 174.6 70.3 100.0 2.32 59.6 185.7 173.5 £93.39 
eee 1931 117.4 159.1 70.8 100.0 2.85 61.4 205.5 198.6 $93.62 
George Putnam Fund ___. - 1938 a on — 100.0 2.76 69.2 219.4 209.6 $33.09 
Scudder Stevens & Clark 1928 97.4 119.2 75.7 100.0 3.25 80.9 216.5 208.9 $72.91 
Wellington Fund : 1928 105.2 143.4 69.5 100.0 2.41 75.0 230.3 219.6 $33.08 
Whitehall Fund .. 1947 — — — — a — 278.3 265.5 $93.46 
ee alee 5 ae a ae aD 1939* — — —— 100.0 — 65.1 314.2 302.6 $33.40 
AVERAGE: BALANCED FUNDS — 107.1 153.0 71.8 100.0 3.17 70.1 238.5 228.1 $93.15 
STOCK FUNDS 
Affiliated Fund*** —_ 1939 os — — 100.0 —_ 50.2 255.8 247.6 [93.53 
Broad Street Investing oe ee eee 1932 109.9 156.6 76.6 100.0 3.60 60.1 330.6 é 
Bullock Fund —. 1932 109.8 168.8 69.6 100.0 iz 61.0 324.3 
Delaware Fund _.... aS 1937 — — — 100.0 — 76.1 224.2 
Diversified Investment Fund, mere Ce) 1944 — — — “es ims — 226.8 
Dividend Shares per CIA. eh 19382 109.0 163.2 70.7 100.0 1.88 62.1 264.9 
Dreyius Pund**** _. Se een 1947 —_— — — = oe a 309.7 
Eaton @ Howard Stock _... == 1931 107.1 147.0 7hL 100.0 3.86 62.7 396.0 
Lo ane ae 1943 — — — noes — _- 381.1 
Fundamental Investors 1932 105.2 146.0 67.4 100.0 2.98 64.8 432.4 
Incorporated Investors _ ___. SME Oe 1925 103.6 165.2 80.2 100.0 2.58 63.9 439.9 
Institutional Foundation Fund ie}. ne Rare ae 1944 — = a — — — 256.3 
Investment Co. of America _..- 1939* —_— — — 100.0 = 69.0 331.3 
Kmickerpocker Fund (¢) ——__.___.__. 1938 — — — 100.0 _— 59.8 146.3 
Loomis-Sayles Mutual Fund (c) Se ee a es 1929 72.4 181.7 87.7 100.0 2.54 74.2 245.4 
Massachusetts Investors Trust —. —..______ 1924 110.7 147.5 72.8 100.0 3.88 507 356.8 
Mass. Investors Growth Stk. Fund —.____- 1934 114.2 157.0 70.8 100.0 3.31 57.4 384.8 
Mutual Investment Fund (c) 1926 129.7 178.4 75.5 100.0 4.31 56.1 220.4 
National Investors aah 19387* — oo 65.9 100.0 3.10 60.7 422.8 
National Securities — Income*** MON 224 1940 — — — — — 66.0 147.7 
Selected American Shares _ 1933 123.8 178.1 80.4 100.0 3.30 60.9 274.7 
Sovereign Investors _ - Ps piecoouioedesenss 1936 — 166.6 68.6 100.0 1.78 62.5 211.3 
State Street Investment Corp. _ ee ee 1924 92.8 155.2 74.0 100.0 3.75 60.7 319.0 
Wall Street Investing Corp. (a) . Bt 1946 — —_ — — oe a 363.5 
AveRnAGe: SlOcek FUNDS — 107.4 158.2 73.9 100.0 8.05 62.5 316.0 
500 STOCK INDEX (Standard & Poor’s)n _.. - — 107.5 149.6 68.1 100.0 — 59.8 398.2 
CONSUMERS PRICE INDEX (B.L.S.)n _— | — — — 100.0 — 99.8 198.0 





























CALCULATION OF INDEX NUMBERS AND INCOME PERCENTAGES FOR MUTUAL FUNDS 
PRINCIPAL INDEX NUMBER indicates the change between the offering price on Dec. 30, 1939 and subsequent bid price plus all 
distributions from capital gains and other capital sources. 


COL. 1, 2 and 3 represent the figure obtained by dividing the offering prices at the stated dates less capital distributions through 
1939 by the 1939 base offering price. 


COL. 4, offering price on Dec. 30, 1939, is base index number of 100 for all companies. 

COL. 6, 7, 8, 10, 12, 14, 15, and 16 are arrived at in the following manner: To the bid prices at the respective dates indicated are added 
all capital distributions to such date and the resultant sum is divided by the 1939 base offering price. 

COL. 19 represents the current month-end bid (col. 16 less all capital distributions) divided by the 1939 base offering price. 

INCOME PERCENTAGE includes only those dividends paid by the companies out of income earned from dividends and _ interes’ 
on their portfolio securities (excluding all capital distributions). 

COL. 5, 9, 11, 13 and 17 represent a figure obtained by dividing such dividends accruing over the annual period ending with the stated 
dates by the average of the twelve month-end offering prices ending on the corresponding dates. ] 
COL. 20 is a five year average figure which includes the percentage returns in columns 9, 11 and 17 as well as those for the twe 


preceding annual periods. 





- TRUSTS AND EsTATES Ja 








No responsibility is assumed, in so far as compliance with the Statement of Policy is 
f concerned, for the employment in whole or in part of the index by issuers, under- 












































N INDEX of MUTU AL FUNDS Sie aie ees papenad ae returns based on December 31, 1958 offering 
10 I] 12 13 14 15 16 17 18 19 20 
12/31/57 11/28/58 Last 24 Mos. 12/31/53 _—| Last 12 mo. Div. %) = 19/4 59 5-Yr. Avg. 
Inc. Inc. Principal a Co Prin. Less Cum. Net Invest. 
Prin. % Prin. % Low High Principal oth Distr. Cap. Distr. (Bid) Income % 
9.6 3.42 167.9 3.80 183.3 3.61 161.5 $185.5 7185.5 3.57 1.84 7118.4 3.53 
6.5 2.48 245.9 2.96 276.6 3.05 240.9 $282.9 282.9 3.01 4.07 185.6 2.71 
5.5 2.75 274.2 3.38 323.5 3.33 268.6 %$331.1 331.1 3.26 3.51 238.0 3.17 
6.1 2.63 230.7 2.92 266.4 3.06 220.8 %$273.2 273.2 3.02 5.07 208.0 2.87 
2.4 2,94 267.1 3.37 313.1 3.26 260.6 %319.3 7319.3 3.00 2.27 7250.4 3.14 
0.4 2.80 243.0 3.03 281.8 3.02 235.1 $287.6 7287.6 3.02 2.37 ~241.7 3.00 
1.1 93.75 173.2 4.13 204.3 3.83 168.6 %+208.6 208.6 3.75 1.18 152.5 3.67 
6.9 3.48 165.8 4.13 195.3 4.35 163.9 $198.1 7198.1 3.86 5.24 7140.5 3.74 
9.5 433.59 194.1 3.77 228.8 3.64 187.6 1235.38 7235.3 3.57 1.20 7195.0 3.61 e 
7.1 $93.03 247.0 3.37 288.5 3.40 239.8 $295.6 4295.6 3.15 3.05 7241.0 3.20 @ 
3.5 £93.39 170.1 3.79 193.6 3.57 163.1 4196.2 7196.2 3.52 2.89 4147.1 3.54 
8.6 $93.62 189.9 3.77 209.7 3.83 1888 FeI27 212.7 3.78 0.96 157.1 3.64 
9.6 $43.09 193.1 3.29 230.8 3.19 187.5 $236.0 236.0 3.13 3.28 181.9 3.15 
8.9 $52.91 188.7 3.35 221.4 3.31 184.0 $227.6 227.6 3.25 2.28 180.6 3.12 
9.6 $93.08 206.7 3.33 237.3 3.34 200.5 %$242.0 7242.0 3.22 3.22 4176.3 3.19 
5.5 $93.46 258.4 3.72 299.4 3.57 246.7 %$303.6 +303.6 3.60 4.29 7229.9 3.56 @ 
)2.6 93.40 278.1 3.54 326.2 3.28 271.2 4335.9 7335.1 3.04 1.61 7229.1 3.34 
28.1 93.15 213.5 3.51 247.1 3.46 207.0 $252.2 252.2 3.36 2.92 183.8 3.30 
241.5 3.70 287.9 3.42 234.4 $293.8 4293.8 3.34 3.48 4182.4 3.61 
297.1 3.80 361.4 3.62 283.6 %$369.3 7369.3 3.58 2.65 +289.4 3.73 
286.3 2.97 345.0 2.82 277.8 3653.7 353.7 2.77 4.48 261.5 2.96 
200.3 3.38 235.9 3.28 198.4 $241.6 241.6 3.20 4.34 131.8 3.21 
188.5 4.34 224.4 4.33 186.1 $228.4 228.4 4.25 2.62 180.9 4.18 e 
237.7 3.32 282.2 307 226.7 $291.8 291.8 3.02 2.85 224.3 3.14 
294.2 1.55 394.5 2.32 278.4 %$412.8 411.7 2.24 1.35 349.2 2.380 
341.2 2.60 418.1 2.63 330.0 $422.0 7422.0 2.48 1.72 4362.9 2.56 
310.0 3.41 399.7 3.49 305.9 $412.3 7412.3 3.19 2.72 4343.7 3.55 e 
357.1 3.07 453.7 3.12 350.0 %$466.6 7466.6 2.75 2.32 4378.1 3.07 
329.0 2.80 412.8 2.26 826.3 429.9 429.9 2.20 3.13 331.1 2.62 
216.9 4.34 256.9 4.30 200.7 $261.4 261.4 4.22 3.66 184.0 3.83 e@ 
289.0 2.69 348.2 2.66 284.0 %$358.9 358.9 2.59 3.84 234.7 2.66 
132.9 3.65 150.5 3.60 1816. 71632 153.2 3.54 3.54 87.4 3.42 
236.1 3.22 256.9 3.18 227.0 %$260.6 260.6 3.15 1.49 161.9 3.04 
291.4 3.44 374.1 3.25 282.3 $391.4 7391.4 3.17 0.97 7355.2 3.46 
324.4 1.87 423.3 1.87 316.3 $436.9 436.9 1.81 0.95 351.2 1.97 
192.2 2.93 223.6 3.27 187.0 $228.5 228.5 3.21 2.35 170.6 2.91 
375.7 2.36 478.7 2.30 360.4 $492.8 7492.8 2.24 5.38 +362.4 2.42 - 
118.8 5.33 144.7 5.32 117B? TI47B 147.9 5.20 1.01 116.6 5.00 e 
234.7 3.41 284.3 3.45 | 230.7 $293.6 7292.6 3.04 2.82 +202.6 3.19 
171.1 4.01 216.4 4.01 168.6 %$222.7 ¥222.7 3.84 1.88 ¥183.3 3.83 
276.1 2.68 310.5 3.03 272.4 $824.0 +316.9 2.38 2.98 ¥181.0 2.58 
313.8 3.19 387.8 3.10 302.4 $394.6 7394.6 3.05 1.27 7364.8 3.13 @ 
271.8 3.08 334.0 3.08 263.8 %$343.7 343.3 2.94 2.70 257.3 3.03 
320.2 — 420.2 — 312.1 $442.0 442.0 — — — — 
204.0 — 207.9 ~~ 198.3 $207.9 — —_ — — a 


























APITAL GAIN DISTRIBUTION column (18) represents the percentage of distribution, if any, from capital gains or any other 
sources, for the current annual period. 


OMPANIES ORGANIZED AFTER 1939 are given an initial index number on the date they commence business equal to the aver- 
re of all those stock or balanced funds in existence at the time. 








® Principal index begins after 1939 base date. ***Not included in balanced or stock average: 
+ Ex-dividend current month. Wisconsin Investment Co. balanced fund for too short a period. 
n New revised series adjusted to Dec. 1939 base. Affiliated Fund is leverage company, but bank loans retired 2nd quarter 1950. 
* Date commenced operation as Mutual Company. Diversified Investment & National Income are partially invested in high 
** Became Balanced Fund in 1945. income bonds and preferred stocks. 
(a) Does not reflect new acquisition cost. Column 19 for funds organized since 1946. 


(c) Regrouping awaits new detailed classifications. ****Name changed from Nesbett Fund. 


Capital gains tax adjustment will be made in Dreyfus now in stock grouping; New Englend in balanced. 
revised index. 
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STATEMENT OF CONDITION DIRECTORS 
December 31, 1958 
‘ EDWIN C. AUSTIN . 
Sidley, Austin, Burgess & Smit 
RESOURCES BURTON A. BRANNEN 
Senior Vice President 
Cash on Hand and Due from Banks. . .$215,269,165.94 WESLEY M. DIXON 
pes President, Container C ti s 
U. S. Government Securities.......... 210,454,382.09 ee ; 
State and Municipal Securities........ 61,062,828.33 ROBERT W. GALVIN ” 
ee ae resident, otorola, Inc. 
Other Bonds and Securities........... 4,777,133.49 DAVID GRAHAM 
Loans and Discounts................ 307,155,204.38 Pe ned 0 ae bn 
Federal Reserve Bank Stock.......... 1,050,000.00 FRED G. GURLEY of 
? : oT Chairman of Board 
Customers’ Liability on Acceptances... . 144,973.30 The Atchison, Topeba and 2 
Accrued Interest and Other Resources . 4,939,485.65 Santa Fe Railway Company : 
. NORMAN W. HARRIS W 
SPCR CCC CTCET TOTS 10,000,000.00 Room 2002, Harris Trust Bldg. 
. ENS $814,853,173.18 STANLEY G. HARRIS int 
Chairman, Executive Committee 
CHARLES C. JARCHOW 
| 
President, American Steel Foundries J€ 
LIABILITIES WAYNE A. JOHNSTON mi 
President, Illinois Central Railroad “9 
Demand Deposits. . . $644,992,483.46 WILLIAM Vv. KAHLER F 
. ° residen 
Time Deposits...... 104.853.716.97 Illinois Bell Telephone Company , 
» In 
; EDWIN A. LOCKE, JR. 
Total se ox So os a A $749,846,200.43 Pain Maen ck et Came Fe 
Dividend Payable January 2, 1959.... 487,500.00 y ERNEST S. MARSH 
President, The Atchison, Topeka and 
Nk rin Soda hk Kee ok as 144,973.30 ae Be Gdiver teenene 
fir 
Reserves for Taxes, Interest, etc....... | 7,423,852.72 JOHN L. McCAFFREY 
General Contingency Reserve......... 7,500,000.00 PI... ee : 
Capital............$ 15,000,000.00 FB. McCONNELL . 
‘hai 3oard 
I hs sia sag 20,000,000.00 gene Meth okt to. ir 
Undivided Profits.... _14,450,646.73 preciglSMES L. PALMER Al 
e resident, arsna telco /ompany 
: Total Capital Ss sk os WERK 49,450,646.73 WILLIAM A. PATTERSON 
Tetjet. $814,853,173.18 President, United Air Lines, Inc. by 
CHARLES H. PERCY Er 
President, Bell & Howell Company 
313 7 )0 
United States Government Obligations and Other Securities carried at wit = ok it De 
$87,670,861 are pledged to secure Public and Trust Deposits and for other DONAI D P. WI LES ; Vis 
purposes as required or permitted by law. Sen ris Vice Sentiaes in 
MEMBER FEDERAL RESERVE SYSTEM KENNETH V. ZWIENER po 
MEMBER FEDERAL DEpPosit INSURANCE CORPORATION President 
re] 
re 
—-_ mM; 
nd that, 
ladies and sa 
me 
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OV 
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PTIMISM IS GENERAL AMONG LEAD- 
Q ers of the nuclear energy industry 
as they discuss the outlook for atomic 
development in 1959. 

Some even talk of the year ahead as 
one of the most eventful in the history 
of nuclear growth in the United States. 

At the same time they are keeping a 
“weather eye” on events in Washington 
which are important to the course the 
industry charts toward the future. 

One of these watched-for actions will 
be the AEC report to the Joint Com- 
mittee on Atomic Energy at statutory 
“202” hearings on the “Development, 
Growth and State of the Atomic Energy 
Industry” during the last two weeks of 
February. 

This AEC report will be based on the 
finding and recommendations of an ad- 
visory committee of experts set up by 
John A. McCone, the California indus- 
trialist who succeeded Lewis Strauss as 
AEC chairman. 

McCone, anticipating renewed efforts 
by the Joint Committee on Atomic 
Energy to accelerate civilian nuclear 
power development, empanelled the ad- 
visory committee to assist him in draft- 
ing a fresh approach for AEC power 
policy. 

The advisory committee already has 
reported to AEC, but the findings and 
recommendations probably will not be 
made public until the “202” hearings. 

The Joint Committee has been dis- 
satisfied with the AEC reactor develop- 
ment program and in 1958 proposed its 
own plan for accelerating nuclear power 
development. 

Unless AEC comes up with an accept- 
able counter-proposal as a result of the 
recommendations of its advisory group, 
the Joint Committee may introduce its 
own legislation directing AEC to fol- 
low a specific course of action. 

The majority of the Joint Committee 
feels that the United States should estab- 
lish two main objectives for a nuclear 
power program. 

First: Demonstration of economically 
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VINCENT R. FOWLER 


competitive nuclear electric power in the 
United States by 1970 and in high fuel 
cost allied nations by 1968. 

Second: Fortification of our national 
position of leadership in peaceful uses 
of nuclear energy, particularly with re- 
gard to power. 


Diverse Reactor Program Proposed 


The program envisioned by the Com- 
mittee for the next five to seven years 
would cover a total of 21 reactors of 
15 diversified types and sizes. Electric 
output of these 21 reactors would total 
about 2 million kilowatts. The Joint 
Committee concedes that only about half 
of the projects probably will prove tech- 
nically or economically desirable. 

Private industry would be precluded 
from developing advanced experimental 
prototype plants and limited to construc- 
tion of so-called “second generation” 
plants. Exactly what is meant by the 
term “second generation” plants is not 
clear and does not mean the same thing 
in the thinking of reactor experts. 

AEC would be allowed to cooperate 
financially only with those private 
projects it has previously identified as 
being based upon reasonably well dem- 
onstrated technology and not needing 
extensive additional research and de- 
velopment work. 

Almost as an afterthought, the Joint 
Committee added another section to the 
program allowing AEC, in exceptional 
cases, to request specific authorization 
for industry projects not previously 
identified by the Commission. 

Developmental construction of ad- 
vanced experimental prototype plants 
would be carried out by the Federal 
government at AEC sites — as part of 
municipal, state, federal or coop sys- 
tems, or at locations where the power 
could be distributed to private com- 
panies in accordance with the “prefer- 
ence clause” provisions of the Atomic 
Energy Act. The “preference clause,” by 
definition, is designed to favor public 
power utilities. 


Senior Vice President, Bozell & Jacobs, Inc., in charge of Nuclear Energy Division 


Estimated cost of this expanded pro- 
gram is based on one very important 
assumption. Plants totaling about 1 mil- 
lion kilowatts capacity would be con- 
structed at an assumed average cost of 
$500 per kilowatt or about $500 million. 
Another $375 million would be added by 
associated design and development ex- 
penditures for a total of $875 million 
over the next five to seven years, if the 
assumption is realistic. 


Gas Cooled Reactor Cost Higher 


One might question whether the as- 
sumption is realistic in light of the Joint 
Committee’s action in the 85th Congress 
of authorizing approximately $1,250 per 
kilowatt for construction of a gas cooled, 
graphite moderated reactor. 

It can be pointed out also that con- 
struction of the Shippingport reactor 
cost nearer $1,250 per kilowatt exclusive 
of research and development; the Santa 
Susana plant in California cost about 
$970 per kilowatt plus research and de- 
velopment and the relatively small boil- 
ing water reactor at Argonne National 
Laboratory near Chicago cost about 
$929 per killowatt. 

Even with improved technology, per- 
haps a more realistic assumption would 
be between $750 and $1,000 per kilowatt 
for the widely diverse program sug- 
gested by the Joint Committee. 

If this should prove to be true, esti- 
mated cost would be increased from 
$875 million to between $1,125 million 
and $1,375 million. 

In addition to this amount, the Joint 
Committee points out that AEC would 
continue to spend at about the present 
rate of $125 million per year for its own 
program of reactor development, or a 
total of $2,000 million to $2,250 million 
over the next seven years. 

Decision by the Joint Committee to 
pursue this program with vigor because 
of large Democratic majorities in both 
Houses of Congress would make it the 
most important legislative issue in the 
field of nuclear energy in 1959. The 








outcome could set this nation on a road 
of increased federal government con- 
struction of nuclear power plants. 


Private Industry Backs Advanced 
Project 


Private industry’s nuclear power ac- 








THE CINCINNATI GAS 
& ELECTRIC COMPANY 





Over 106 years of uninterrupted 
cash dividends on common stock 


The 
Board of Directors has 
declared a dividend of 37% cents 
per share payable February 16, 1959, 
to shareholders of record 
January 15, 1959. 


MILES J, DOAN, SECRETARY 











Southern California 


Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


COMMON STOCK 
Dividend No. 196 
65 cents per share; 


PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend No. 47 

28 cents per share; 


PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 43 

28/2 cents per share. 


The above dividends are pay- 
able January 31, 1959 to 
stockholders of record Jan- 
uary 5. Checks will be mailed 
from the Company's office in 
Los Angeles, January 30. 


P. C, HALE, Treasurer 


December 18, 1958 





tivities in the closing months of 1958 
also set the scene for major decisions in 
1959. 

In late November Philadelphia Elec- 
tric Company in cooperation with High 
Temperature Reactor Development As- 
sociates accepted AEC’s invitation to 
construct a high temperature gas cooled, 
graphite moderated nuclear power plant. 


Deadline for submission of a satis- 
factory proposal to the Joint Committee 
has been set for next February 21. 
Speculation in Washington is that the 
proposal will have difficulty in getting 
approval by the Joint Committee. 

Some Committee members are op- 
posed to it on the grounds it does not 
meet exact specifications of the AEC 
invitation and represents too great an 
advance in technology without having 
gone through intermediate experimental 
steps. 

The decision of Pennsylvania Power 
& Light and Westinghouse Electric Com- 
pany to cancel their project on the 
homogeneous reactor concept because of 
multiple technical uncertainties already 
has caused Joint Committee Chairman 
Clinton P. Anderson to claim it is a 
fallacy, in his opinion, to expect private 
industry to provide technical direction 
and financing for construction of ad- 
vanced reactor concepts. 


On the other hand, several other nu- 
clear power projects of investor-owned 
industry are proceeding according to 
plans and schedules. The large boiling 
water reactor which Commonwealth Edi- 
son is building at Dresden Station near 
Chicago is reported to be ahead of 
schedule and may even be in operation 
before the end of 1959. 


Election Effect of Two-Fold Nature 


The 1958 Congressional elections 
could have a two-fold effect on future 
atomic development through changes in 
the composition of the Joint Committee 
and through the large increase in the 
Democratic Party majority. 


As the 86th Congress convenes there 

are four vacancies in the eight Joint 
Committee seats available to the minor- 
ity party. 
’ Two Republican committee members 
— Senator John Bricker and Representa- 
tive James Patterson — were defeated 
for re-election; Senator William Know- 
land did not run for re-election to the 
Senate, and Representative Thomas 
Jenkins retired from politics. 


The four remaining minority party 
members experienced in nuclear energy 
matters are Senators Bourke Hicken- 
looper and Henry Dworshak and Repre- 


sentatives James Van Zandt and Crai; 
Hosmer. 

All ten experienced Democrat mem- 
bers return to the Joint Committee. 
which will be under the chairmanship « 
Senator Anderson and the vice chai: 
manship of Representative Carl Durhani. 

Encouraged by the larger Democrat 
majority in Congress, Senator Anderson 
and his colleagues on the Joint Commii- 
tee could decide to pursue a more vigor- 
ous campaign to put the federal govern- 
ment more deeply into the business of 
building civilian nuclear power plants 

Release of the Joint Committee staff's 
Proposed Expanded Civilian Nuclear 


Power Program last August was a 
prelude to such efforts. 
Traditionally, the strongest voices 


heard in Congress for decreased govern- 
ment control and intervention in the 
(Continued on page 62) 









The Board of Directors has 
declared this day 

= COMMON STOCK DIVIDEND NO. 98 
This is a regular quarterly 
dividend of 


25¢ Snare 


Payable on February 16, 1959 
to holders of record at close 
of business January 20, 1959. 


Milton C. Baldridge 
Secretary 
January 8, 1959 
THE COLUMBIA 
GAS SYSTEM, INC. 








Pacific Gas and Electric | 
Company 


DIVIDEND NOTICE NO 

; COMMON STOCK ' 
ad DIVIDEND NO. 172 

af The Board of Directors on 

| December 17, 1958, de- L 
clared a cash dividend for \ 
the fourth quarter of the 
year of 65 cents per share 
upon the Company's com- 
mon capital stock. This 
dividend will be paid by 
check on January 15, 1959, 
to common. stockholders 
of record at the close of 
business on Dec. 26, 1958. 


K. C. CHRISTENSEN, 
Vice President and Treasurer 
San Francisco, Calif. os 
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MELLON NATIONAL BANK 
AND TRUST COMPANY 


PITTSBURGH 


Statement of Condition, December 31, 1958 





RESOURCES 


Cash and Due from Banks 

U. S. Government Securities . 
Other Public Securities 

Other Securities 

Loans and Discounts . . 
Bank Buildings and Equipment . 
Other Resources 


LIABILITIES 
Capital $ 62,704,500.00 
Surplus 187,295,500.00 





Undivided Profits . 
Due Depositors 


Reserves—Taxes and Expenses 
Other Liabilities 


$ 405,193,246.13 


502,124,164.47 
225,894,210.63 
11,858,796.60 
968,956,867.31 
20,330,191.28 
11,321,640.86 





$2,145,679,117.28 





$ 250,000,000.00 


27,597 ,643.45 
1,834,248,796.72 
25,380,228.93 
8,452,448.18 





$2,145,679,117.28 





Securities carried at $196,233,097.32 are pledged to secure deposits of public monies and for other purposes. 
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Pie, 


Cincinnati Special 37 station 


INVESTMENT SEMINAR 
(Continued from page 11) 


and methods for modern metal-working. 

Cincinnati is also probably the most 
diversified supplier of both regulation 
(or adapted) and custom-built tools, ex- 
emplified by one line — precision 
grinders — that finish anything from 
balance-staffs for watches to 75-ton steel- 
mill rolls. Recently it added a new di- 
mension to automation with its 37- 
station automatic transfer machine 
which mills, drills and reams automo- 
live transmission cases at the rate of 
137 per hour, performing twelve intri- 
cate operations simultaneously, governed 
by electro-hydraulic controls. 

By its nature, tool-building progresses 
in proportion to engineering ability to 
adapt to customers’ varied and changing 
needs, and by design, The Cincinnati 
Milling Machine Co. for 74 years has 
constantly developed collaboration be- 
tween customers and its own technical 
staffs of metallurgists, physicists, chem- 
ists, bacteriologists, mechanics, hydrau- 
lic and electronic engineers, and even 
ceramic experts, in its own laboratories 
and shops and in the field. Technological 
and material changes in all lines of 
industry have brought continual new 
demands for changed models or new 
custom equipment but, as company 
Chairman Frederick Geier said, “these 
challenges keep management and tech- 
nicians on their educational toes and 
gain customers.” 


Sharp Swings but Big Growth 


Consistent with the company policy 
of keeping up the team and its morale 
(much investment having been put into 
their training and contacts), plant opera- 
tions, employee hours, and research and 







transfer type machine automatically mills, drills and reams transmission cases. 





development programs were maintained 
during 1958 at levels above those sup- 
portable by current orders and ship- 
ments. For such a contingency during 
an unfavorable period, the Company 
had available an Employment and 
Operation Reserve of $9 million ($6 
million of which had been funded) ac- 
cumulated years ago and established for 
the purpose of stabilizing employment 
and operations during periods of low 
volume. This, in the third most severely 
depressed year in the industry, may not 
sweeten the immediate profit pie, but 
gives unusual opportunity for additional 
emphasis on long-range programs of 
Company and product development vital 
to continuing growth and progress. Nor 
have plant modernization plans involv- 
ing $4 million been held back. Over 200 
new machines have been put in Com- 
pany plants this past year, as program- 
med, to get in prime condition to meet 
both competition and growth prospects 
interrupted by the general recession. As 
a result, capital improvements in 1959 
can be substantially less, with efficien- 
cies already built in. 

World War II brought exceptional 
demands on the machine-tool industry, 
as it did on so many others, and Cin- 
cinnati Milling found itself at war-end 
with production of over six times the 


‘pre-war rate. The post war years was 


a period of readjustment — in recon- 
version, new designs and applications, 
as well as in volume. For seven years 
the adjustment was substantial, but the 
Korean War brought new record high 


shipments. The post-Korean drop in, 


°54 and °55 saw shipments still above 
the peak totals of World War II, and 
shipments in the following two years 
°56 and °57 practically equalled the 
Korean peak. 


Earnings in the post-war adjustment 
years were not so seriously affected, 
partly because of the economics of war 
and the effect of tax revisions. Special 
attention was given to diversification, 
extension to some consumer lines, and 
emphasis on standardization of products. 


Major Production Lines 


In addition to its major lines of 
metal cutting equipment such as milling 
and grinding machines, the Company 
has other distinct types of metal-forming 
and heat-treating machines, each suited 
for a particular class of work. The 
Hydroform machine was developed to 
make use of hydraulic pressure shaping 
where that offered advantages, as in 
deep-drawn parts, over metal-cutting. Its 
adaptability to simple or intricate pat- 
terns makes the Hydroform process a 
time and money-saver for such differing 
items as street-light reflectors and mis- 
sile guidance components, eliminating 
the usual expensive tooling. The Hydro- 
spin machine was made available for 
shaping of conical, tubular and other 
symetric dimensions, while the new In- 
traform machine shape-forms inside dia- 
meters to close tolerances, and_ both 
have demonstrated economies in pro- 
ducing intricate designs on hard-to-work 
alloys. In the heat treating field, the 
Company’s Flamatic machine provides 
an electronically controlled medium for 
selective surface hardening and can. like 
the automatic Inductron, be built up 
from around basic production units of 
varied capacities or needs. 


As a natural outgrowth of experience 
with automation of machine tool opera- 
tion, the Company has been developing 
numerical and electrohydraulic controls 
for synchronizing operations and pro 
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viding continuous line production. So 
far this has been applied principally to 
meet special production requirements, 
but provides new opportunities for 
further adaptation to many of the Com- 
pany's wide range of machine tool 
products. 


Research and development work, 
which has been a major phase of Com- 
pany operations for more than thirty 
years, has been responsible for dis- 
covery of new, allied products as well 
as improvements in the basic machine 
tool lines. To take advantage of these 











findings, product diversification was 
further advanced by the addition of 
grinding wheels and cutting fluids to 
the Company’s product lines. In addi- 
tion, the purchase was made of a small 
chemical company making fluorescers 
and several special-purpose additives, 











Business Established 1818 


BROWN BROTHERS HARRIMAN & Co. 


PRIVATE BANKERS 


NEW YORK BOSTON 


PHILADELPHIA 





PARTNERS 


Davip G. ACKERMAN 
MOREAU D. BROWN 
PrREscoTT S. BUSH 


F. H. KINGSBURY, JR. 
ROBERT A. LOVETT 


Statement of Condition, December 31, 1958 


ASSETS 





January 1959 


LouIs CurTIS 
ELBRIDGE T. GERRY 
E. R. HARRIMAN 
STEPHEN Y. HorpD 


JOHN B. MADDEN 
THOMAS MCCANCE 
L. PARKS SHIPLEY 
JOHN C. WEST 
KNIGHT WOOLLEY 


Limited Partners 
GERRY BROTHERS & Co. 
W. A. HARRIMAN 


Managers 


EDWARD ABRAMS 
J. EUGENE BANKS 
R. H. CHAMBERLIN 
JAMES HALE, JR. 
WILLIAM A. HEss 
FRANK W. HOCH 
WILLIAM C. HORN 
JOSEPH R. KENNY 
JOHN A. KNox 


JOSEPH C. LUCEY 
T. J. MCELRATH 
M. D. MOREHOUSE 
HERBERT MUHLERT 
ARTHUR L. NASH 
ERNEST E. NELSON 


LESTER J. NEWQUIST 


WILLIAM F. Ray 
GALE WILLARD 


Assistant Managers 


JOHN M. CASE 
RUSSELL J. EDDY 
G. F. S. ELDER 

A. R. FLANNERY 
J. C. HANSON, JR. 
James A. HARPER 
R. A. HOOVER 
Davip S. LIGON 


G. B. LLEWELLYN 
A. K. PADDOCK 
C. L. RITCHIE, JR. 
L. W. SIMONDS 
M. VAN HENGEL 
C. F. VON GLAHN 
R. M. WHITAKER 


GAYLORD B. WILSON 


GERARD ROSLER, Comptroller 
HERBERT GRAY, Axditor 





CASH ON HAND AND DUE FROM BANKS . 
UNITED STATES GOVERNMENT SECURITIES 


STATE, MUNICIPAL AND OTHER PUBLIC SECURITIES . 


OTHER MARKETABLE SECURITIES . 
LOANS AND DISCOUNTS . ples os 
CUSTOMERS’ LIABILITY ON ACCEPTANCES. 
OTHER ASSETS 


LIABILITIES 


DEPOSITS ; i ie: Ate ot 
ACCEPTANCES: LESS pans IN peeeeniies ; 
ACCRUED INTEREST, EXPENSES, ETC. 
RESERVE FOR CONTINGENCIES . 
CAPITAL 

SURPLUS 


$ 63,070,968.57 
56,388,999.29 
51,709,542.23 
6,034,853.51 
67,348,464.44 
12,940,511.98 
1,939,068.30 


$259,432,408.32 











. $ 2,000,000.00 
12,725,283.54 


226,590,875.75 
16,112,441.83 
503,807.20 
1,500,000.00. 


14,725,283.54 





$259,432,408.32 








As Required by Law $600,000 U.S. Government Securities are Pledged to Secure Public Deposits. 


Complete Banking Facilities 


COMMERCIAL LOANS AND DISCOUNTS 
DEPOSIT ACCOUNTS *« FOREIGN EXCHANGE 


COMMERCIAL LETTERS OF CREDIT AND ACCEPTANCES 


CusTODY OF SECURITIES 
& 
Investment Advisory Service 


Brokers for Purchase and Sale of Securities 


MEMBERS OF PRINCIPAL STOCK EXCHANGES 


Licensed as Private Bankers and subject to examination and regulation by the Superintendent of Banks of the State of New York and-by the Department of 
Banking of the Commonwealth of Pennsylvania. Subject to supervision and examination by the Commissioner of Banks of the Commonwealth of Massachusetts. 





Inquiries are invited from Trust Officers with regard to our 
Investment Advisory and Brokerage facilities. 
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Vice President & 
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which also have opened new product 
avenues. 


Repetitive Business from Additives 


Besides the line of grinding wheels 
and cutting fluids which have been put 
on the market — and provide a source 
of repeat or “razor-blade” business 
that increases in times of slack in 
machine production — the fluorescers 
have gained increasing usage as whiten- 
ers or esters in such diverse products 
as soaps and cosmetics, margarines and 
ice cream, textiles and waxes, all dis- 
pensable items breeding a regular flow 
of demand. Paint driers and anti-skin- 
ning agents have found acceptance for 
quick-drying and hardening among 
paint makers. Plasticizers and stabilizers 
for the plastics industry and emulsions 
for glass and rock wool insulation, 
lubricant additives and synthetic wax 
for electric insulation, also add to the 
product mix of the Carlisle Chemical 
Division. 

Studies of bonding and experiments 
in overcoming problems such as are 
posed by heat and wear, led to develop- 
ment of a material called “Pave” which, 
as an asphalt additive, bonds it to the 
aggregate used in paving and stabilizes 
it against temperature changes. The op- 
portunity for its application is truly 
“extensive” for road and highway build- 
ing, airfields, parking lots, and similar 
purposes. The new roads built for the 
Worlds Fair in Bruxelles used “Pave” 
en route to exhibits. The American 
Pavillion included another CMM inven- 
tion, the HyPowermatic milling machine 
with Telematic control to demonstrate 
American ingenuity in automatic pro- 
gramming of production. 


Automated Systems 


Another new control, the Telephase 
system, Chairman Geier noted, opens 
an interesting field for finger-tip con- 
trol of small or large fabricating ma- 
chines operated from a single or multi- 
ple stations. An example of recent in- 
novation in metal-shaping is the Elek- 
trojet which uses electrical disintegra- 
tion to cut material too hard or too 
delicate for ordinary machining, and 
can be used for form grinding and die- 
sinking. Another newcomer is the Spiral- 
matic, the first fully automatic spiral 
milling machine. But of all the products 
of Cincinnati or the machine tool in- 
dustry, perhaps the most impressive — 
making Rube Goldberg and Jules Verne 
look like unimaginative amateurs — are 
the punch-card operated and the 5-di- 
mensional milling machines, now being 


used to form the complex shapes of ai: 
craft wings. 

Altogether CMM offers a supermarke: 
choice of over 400 styles, types and 
sizes of millers, grinders, broaches an: 
related shaping machinery which, fo: 
tunately, have certain family characte: 
istics which allow economies in build 
ing and in part interchangeability anc 
repair, as well as in automated con 
trols. This variety, together with grind- 
ing wheels, cutting fluids and chemical 
products and the newly added line of 
Cimastra plastics, has necessitated some 
fifteen major operating divisions of 
management. Further evidence of the 
broadened and changing foundation of 
the company’s business is the fact that 
roughly 75% of sales this year were 
of products newly introduced since the 
war, a number of them outside ihe 
machine tool category. 

As a result of efforts to improve the 
safety and appearance of guards and 
covers for protection of machine opera- 
tors, the company developed a_ fiber- 
glass reinforced plastic that is demon- 
strating other potentialities, due to un- 
usual strength and wearing qualities. 
Pilotplant operations, however, have 
shown that new techniques are required 
for uniform high-quality production and 
to accommodate complex shapes, and as 
these are worked out a highly useful 
line of products will be made available 
to expand the company’s markets. Inci- 
dentally, the Cimastra division got into 
substantial operation only in the last 
half of 58 so results will show more 
start-up expense than operating value 
in the current statements, which should 
thus be markedly improved in coming 
months, as continuing contracts are in 
hand for chairs and other products 
such as attractive, scuff-resistant cases 
for TV sets and record-players. 

CMM has branched out from pure 
machine tool products to such a degree 
that it is not comparable to other lead- 
ing manufacturers in this field, but as a 
contrast of company and industry pro- 
gress it is interesting to note that where- 
as its shipments in 1947 were about 10°. 
of the machine tool industry, Cincinnati 
sales in ’57 were about 18% of the value 
of tool shipments that year. Neverthe 
less, CMM retains a major position in 
the machine tool trade, where it has 
built equipment ranging in price fron 
$150 to over $500,000 for a single as 
sembly, but mostly in the $5,000-to 
$25,000 range. Incidentally, not more 
than $1.5 million worth of its machin: 
are on lease, as Mr. Geier explained it ' 
cheaper to buy outright on regular lin 
items, and impractical for custom-bui! 
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Customers and Their Competition 


Government is taking a very small 
percent of current production and of 
new orders. The machinery and electri- 
cal industries constitute the largest cus- 
tomer groups for CMM products, both a 
percent or two over 10% of total, with 
aircraft taking some 7% having, at least 
temporarily, outdistanced the automo- 
tive field with its 5%. Not only the latter 
but business generally has been operat- 
ing on a hand-to-mouth basis, not only 
because of the recession but also because 
many companies had quite fully pro- 
grammed capital improvement expendi- 
tures to meet 1960-65 projections. In an- 
swer to further questioning on this line, 
Mr. Geier stated that no particular in- 
dustry or type of user has been increas- 
ing its orders recently, and there has 
been a generally cautious tone, with lit- 
tle companies accounting for about half, 
more than the usual proportion, and this 
largely in the under $5,000-or-$10,000 
price range for more standard machines. 


The big companies especially have 
gone through a period of heavy capital 
expenditures to meet anticipated mar- 
kets in the ’60s from population growth 
and higher consumer expenditures. No 
early rush of orders is foreseen from 
most of these. Mr. Geier pointed out the 
suppositious character of many predic- 
tions, as well as the advantageous posi- 
tion of many well-equipped foreign tool- 
makers and manufacturers to take ad- 
vantage of their lower labor costs and 
top-grade know-how and equipment to 
gain larger shares of Free World mar- 
kets. Not only our export market, which 
has been fading out as costs and prices 
have risen here, but our own overall in- 
dustrial production and market is up 
against a real challenge from the Old 
World’s new economy. 


For such reasons, because capital to 
buy better equipment is so readily and 
cheaply available, the time may be im- 
minent when U. S. industry will reap- 
praise its competitive position and in 
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“WHY DELAWARE?” Tax and trust 
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the appraisal realize the high cost of less- 
efficient if not actually obsolete machin- 
ery. Government, too, needs to realign 
its thinking on tax depreciation allow- 
ances to make possible the needed re- 
' tooling. 

Like a growing number of American 
corporations, Cincinnati Milling has es- 
tablished operations abroad: a most 
modern and recently expanded plant in 
Great Britain and a new factory in Hol- 
land. The British plant is now the top 
milling machine maker in that country 
and in position to export to the Com- 
monwealth equipment that will this year 
include some of the Heald line of auto- 
matic grinding machines as well. The 
Holland plant is in position to produce 
for the Common Market countries and 
will add lines of CMM machines as de- 
mand arises. 

While neither yet offer but a part of 
the metal-shaping, electronic-control or 
affiliated products available at the U. S. 
plants, the benefits of Cincinnati re- 
search and development work are of real 
consequence, and production economies 
in manufacture of components for intra- 
company use as well as in construction 
of certain standard lines for European 
and other Free World customers pro- 
vides a balancing factor to export varia- 
tions and a source of additional income. 


Exceptional Labor Relations 


Although management would prob- 
ably disclaim undue credit in this most 
important area, it must be more than 
sheer chance that Cincinnati Milling en- 
joys unusually good labor relations with 
employees. Its policies since establish- 
ment have been backed by an enlight- 
ened viewpoint toward employee welfare 
and work continuity to the greatest de- 
gree consistent with prudent manage- 
ment. A reserve fund of $6 million es- 
tablished in past years to stabilize em- 
ployment and operations during low 
points in the swings to which this in- 
dustry is subject has been demonstrating 
its worth during the current lull in in- 








coming orders, with the result that a 
near normal plant staff is still on the 
payroll today in this worst recession for 
the machine tool sector since the 1930's. 
Profit-sharing and incentive plans are 
also in effect and management’s proven 
interest in employee well-being is ob- 
viously reflected in the extraordinary 
record of uninterrupted operations over 
several generations. 


The same long-range planning which 
justifies slack-time employment as a 
plowback for larger future profits retains 
engineers and other technicians indis- 
pensable in design and development. 
Disruption of staff and morale by cut- 
backs is considered greater than the cost 
of bridging the low points of volume 
and these periods permit time for study 
and development of refinements and new 
products. This last point is particularly 
pertinent in line with Mr. Geier’s state- 
ment that 75% of the company’s busi- 
ness now stems from products redesigned 
or developed since the end of World War 
Il. 


Another facet of the company’s em- 
ployee relations is its Training Center 
whose educational program, according 
to an informed member of the panel, is 
considered the finest in the machine tool 
industry. Students are chosen on merit 
to expand their shop skills and educa- 
tional backgrounds with tuition paid by 
Cincinnati Milling. At present over 250 
persons are enrolled in 26 courses which 
cover from two to four years. The Train- 
ing Center shop itself is the equivalent 
of an average small machine tool work- 
ing plant with 66,000 square feet of floor 
space and here the students broaden 
their skills followed by regular tours of 
duty in the main shops. 


Mr. Geier referred to the extreme lows 
in machine tool volume and noted that, 
allowing for adjustment in dollar values, 
1958 was worse than 1949, and hence 
the poorest since the 1930's. Industry- 
wise, in the past year the 250 reporting 
companies will have shipped about $415 





Management conference discusses new drill geometry made possible by Spiropoint Drill Sharpener. 










million in product against about $28 
million in new orders, which spells oper- 
ations at only about one-third of indus- 
try capacity. 

For Cincinnati Milling, the 1958 yes 
will report shipments of about $104 mil- 
lion, which compares with $148.3 mil- 
lion in 1957. While this level of busi- 
ness is considered unsatisfactory by 
management, it is better than the down- 
ward adjustments suffered by some other 
industry components, and Cincinnati's 
share of the total new business avail- 
able has been favorable. Unfilled orders 
at the end of 1958 were approximately 
$30 million. Moreover, there has been 
no attrition in established lines through 
the Company’s moves toward diversifi- 
cation. 


Impressive Financial Record 


Financially, a strong balance sheet has 
been a_ hallmark of Cincinnati, and 
slackened operations during 1958 have 
not necessitated recourse to new bank 
loans, of which $10.1 million were liqui- 
dated during 1957 in anticipation of pos- 
sible volume recession last year. Main- 
tenance of its usual liquid position, ac- 
cording to Mr. Cousineau, is reflected in 
bank balances of $10 million. During the 
last half of 1958, the Company drew $2 
million from its Employment and Oper- 
ation Reserve Fund to support employ- 
ment and operations in this slow period, 
leaving a balance of $4 million in the 
Fund. Depreciation charges in 1958 gen- 
erated about $3 million of the $4 million 
spent for new facilities and improve- 
ments. Since the Company’s plants are 
virtually a showcase of its own product 
at work, and meshing with its employ- 
ment stabilization program, over 200 
new items of machine equipment, largely 
of its own manufacture, were installed 
during the year to raise production ef- 
ficiency. Capital needs are projected on 
a three year basis, so far as possible. 

Without funded or bank debt and 
only 60,000 shares of closely-held $100 


(Continued on page 62) 
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IRVING TRUST COMPANY 


NEW YORK 


STATEMENT OF CONDITION, DECEMBER 31, 1958 


ASSETS 
Cash and Due from Banks . . . $ 516,649,115 
Securities: 
U. S. Government Securities . 493,207,496 
Securities Issued or Underwritten 
by U. S. Government Agencies . 31,163,893 


Stock in Federal Reserve Bank. . 3,240,000 











Other Securities. ....... 16,431,133 
544,042,522 
Loans: 
Loans Guaranteed or Insured 
by U. S. Government 
orits Agencies. ........ 28,387,908 
Loans Secured by 
U. S. Government Securities . 35,652,644 
Other Loans. 773,160,484 
837,201,036 
Mortgages: 
U. S. Government Insured 
F.H.A. Mortgages . 19,317,535 
Conventional First Mortgages 
om Meni Betate. . 2... 1 2 tw 363,521 
19,681,056 
Banking Houses . — 16,743,429 
Customers’ Liability for 
Acceptances Outstanding 48,736,783 


Accrued Interest and 
eS 6 ks ks ee Oe 8,176,282 


Total Assets . . . « $1,991,230,223 











LIABILITIES 

Deposits. 6... 5.55. . . . $1,774,870,208 
Taxes and Other Expenses . 15,059,912 
Dividend Payable January 2, 1959. . 2,040,000 

Acceptances: Less Amount in 
I a Cok 6. Me ok a ew 55,326,924 
Ocher Linbifitios. . . 1 0 et tw 6,838,807 
Total Liabilities . 1,854,135,851 


CAPITAL ACCOUNTS 
Capital Stock (5,100,000 shares— $10 par) 51,000,000 





ar ae 57,000,000 
Undivided Profits ..... 29,094,372 
Total Capital Accounts 137,094,372 





Total Liabilities and 


Capital Accounts . . « $1,991,230,223 








. : 
' U. S. Government Securities pledged to secure deposits of public 


monies and for other purposes required by law 


amounted to $94,139,518. 
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DISCUSSION ON THE ADVANTAGES AND 

disadvantages of “split-funding’”— 
an arrangement whereby a “pension 
fund” is “split” between an insurance 
company and a trustee in a manner 
agreed upon in advance — is recorded 
in the 1958 volume of the Transactions 
of the Society of Actuaries. 

To be sure that “split-funding” means 
the same thing to all who use the ex- 
pression, let us explain how the term is 
now generally employed. Since life in- 
surance actuaries originated the method 
to permit the employer to take advantage 
of the higher yields and capital gains of 
common stock investments, it is con- 
venient to think in terms of a “split” of 
an insurance contract rather than of a 
trust fund. The Deposit Administration 
(D.A.) type of group annuity contract 
then forms the basis for the “split.” 
Under this contract the employer’s con- 
tributions all go into an unallocated 
(among the employees) Deposit Account 
held by the insurance company subject 
to a minimum interest guarantee. This 
Deposit Account is used to pay any bene- 
fits that become due prior to age 65 
and, as each employee attains age 65, the 
single premium for his pension (at the 
contractual “group” annuity rate) is 
withdrawn from the Deposit Account 
and paid over to a Pensioners’ Reserve 
Account — or whatever it may be called. 
This Reserve Account yields dividends 
in due course just like any regular De- 
ferred Group Annuity contract. 

With this background we can see 
wherein the “split” lies: part of the De- 
posit Account is handed over to an out- 
side trustee and invested by him largely 
or wholly in common stocks. On the 
other hand the Reserve Account (for 
pensioners) is maintained intact by the 
insurance company and the single pre- 
miums for new pensioners, which are 
paid into this account, are derived part- 
ly from the insurance company’s (re- 
duced) Deposit Account and partly from 
the common stock trust fund. 


ot 
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HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 


SPLIT-FUNDING RE-EXAMINED 


The discussion at the Society of 
Actuaries brought out some interesting 
features of split-funding. Thus, for ex- 
ample, Ray Peterson (Equitable) en- 
visioner a 50:50 split between the trust 
fund and the Deposit Account plus the 
Reserve Account. On the other hand J. 
A. Attwood (Edwin Shields Hewitt) 
thought in terms of a 50:50 split be- 
tween the trustee and the Deposit Ac- 
count alone. On this basis, after a long 
period of years two-thirds of each an- 
nual contribution would go to the in- 
surance company and very little actual 
transfer of trust fund assets would ever 
be required. 

However, Mr. Attwood did not specify 
the relative yields he assumed for the 
two portions of the split fund, and it is 
obvious that if the rate of capital growth 
of the equity fund maintained the 3% 
(odd) annual rate of the past ten or 15 
years the employer might find all his 
annual contributions (besides the trust 
fund’s interest yield and a portion of 
its assets) going to the insurance com- 
pany. This is only a hint at the actuarial 
difficulties involved in forecasting a 
regular proportionate growth in the two 
segments of a split fund in order to 
obviate large changes in the proportion- 
ate allocation of company contributions 
between insurance company and trustee. 

The contributions to the discussion 
by Mr. Peterson and G. N. Calvert 
(Alexander & Alexander) provide neat 
summaries of the philosophy of split- 
funding. After studying them it appears 
to the writer that the employer who 
favors split-funding in lieu of a purely 
trusteed approach must agree with every 
one of the foliowing five statements: 


(1) The non-equity investment port- 
folio of the employer’s trustee would 
be “virtually limited to bonds” par- 
ticularly where “the presence of em- 
ployee contributions requires the use 
of safe and liquid investments.” 

(2) The employer’s trustee would 
never advise a larger proportion than 
50% of the whole fund (including 


pensioners’ reserves) invested in equi- 
ties. In view of the steady increase 
in the “fashionable” percentage of 
equities from about 20% in the early 
fifties to a “mode” of some 50% to- 
day, it is a bold man who can assert 
that the “fashion” will not move up 
to 75% or even 90% in future years. 

(3) The net investment-and-appre- 
ciation yield of the employer’s life in- 
surance company’s assets is greater 
than the corresponding yield of the 
non-equity portion of his trust fund. 
Both these yields are assumed to be 
net of investment fees and expenses. 
In the trustee’s case the fee may be 
in the neighborhood of 3/10% of the 
invested fund* while %4% has been 
quoted as “average” for the invest- 
ment expenses of insurance compan- 
ies. Furthermore, insurance compan- 
ies are subject to federal taxes of 
7.8% of their net investment income 
whereas qualified pension trust funds 
are free of tax. 

(4) In spite of a possible premium 
tax (2% in Missouri), it is advan- 
tageous to have mortality, interest 
and expense rates guaranteed by the 
employer’s insurance company’s sin- 
gle premium rate at age 65. This 
statement can only be made sensibly 
if due account has been taken of 
claims that this “guarantee” is with- 
out meaning unless and until the em- 
ployer terminates his annuity con- 
tract.t 

(5) The employer’s insurance coim- 
pany’s administrative expenses (which 
amount to between two and four times 
those of a consulting actuary plus 
trustee’s pension-check charges) «are 
so small that they have little influ- 


ence on the decision to “split-fund.” 
As indicated, we believe the “splil- 


funding” employer must subscribe to 


all of these statements if he is to be 


logically justified in his decision. It wil 
be noticed that we have, in each case. 
referred to the employer’s own truste* 
and life insurance company. In view © 
the very different investment records ©: 


*See this column for November, 1958. Note t! 
the rate goes down as the fund gets larger. T 
result of splitting a trust fund is thus to incre: 
the rate of trustee’s fee. 

+Pedoe, A. Trans. Soc. Actu. 4, 1952, 485-510 

tSee this column for November, 1957 and } 
Morgan Alvord’s letter to the Editor of this ma: 
zine the following month. 
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ind:vidual trustees and — let it be ob- (e) The means test is fundamental we need to; ... promises to subsidize 


served — of individual insurance com- to any sound system of social security. marginal and _ obsolete’ industries 
3 a ae wae "er . which have outlived their usefulness 
panies, this limitation on generality is We may conclude by quoting a pas- so that the management, labour and 
very Important. sage of Mr. Mercer’s address designed to capital involved in them will not be 
illustrate the thesis that the communist inconvenienced by being diverted into 


Canadian Pension Consultant useful production? I have serious 


on Social Security countries are striving to increase their doubts.” 
N 4. 1958 Mr. Wuuas production while the capitalist countries ; 
QO “ — P 4 ’ . onan are seeking means of redistributing their A AA 
y M. Mercer, Fresident o W1am national wealth: @ The Corporation of Insurance Brokers 
M. Mercer Ltd., spoke before the Cana- ie tl ies (England) has formed the Society of 
dian Pharmaceutical Manufacturers As- , o you roe “ oe much ¢ se Pension Consultants. Eligible for mem- 
sociation gathered at the Lake Placid of winning this [trade] war whic bership are the pension consultants (or 
Club. New York. The subject of his talk has been declared — [by Krush- “servicing pension brokers”) and the 
ub, Pr ivgieg a: Aas chev] by featherbedding and striving ; ; . 
was: A Conservative’s Guide to Social for a shorter work week, by electing CMSulting actuaries, who advise on the 
Security.* leaders on the basis of their promises 4esign and the administration of pension 
iis Rectes teak sesedinn Achebe te come — promises to pay us larger pensions schemes insured with life offices or self- 


so that we can stop working before administered. 


ment on Mr. Mercer’s published speeches 
and this recent address typifies his forth- 
right, individualistic approach to em- 
ployee benefit programs. After pointing 
out that “the motivating force of a truly 
progressive society must be to increase 
production . . . not to redistribute it,” 
Mr. Mercer listed, in order of increas- 
ing importance, seven attributes of “se- 
curity,” namely: 








(1) Ownership of money — which 
in the past has provided very little 
security ; 

(2) Ownership of things — land 
first, ““a home next and common stocks 
a rather poor third;” 

(3) Our employer’s pension and 
welfare plans; 

(4) Our employer — whose char- 
acter and strength are “much more 
important to our security than the 
formal welfare and pension plans he 
may have;” 

(5) Our government — and the 
most security-minded government is 
likely to provide the least real se- 
curity; 

(6) Our family and our friends; 

(7) Ourselves — remembering that 
those who think it possible to retire 
early and live unproductively may be 
forced to work by a society that will 
not tolerate large groups of unpro- 
ductive people. 


After discussing these attributes of 
security in general, Mr. Mercer pro- 
ceeded to the five basic principles which 
should guide a conservative in his ap- 
proach to social security: 





(a) Social security is a mechanism 
to redistribute a portion of a nation’s 


production; ) 
(b) Society does not owe a living Newton Looth 


to the individual who is capable of 


Eleventh of a Series Featuring Governors of California 





supporting himself; Businessman, United States Senator... CALIFORNIA’S ELEVENTH GOVERNOR. 1871-1875 

(c) Social security must be paid 
ont of current production; He left the California Senate to serve his state as 

(d) The portion of a nation’s pro- Governor. His administration is noted for its genuine TRUST DEPARTMENT 
Guction diverted to social securit attempt to lower the cost of government. In 1875, 
should not exceed the amount rete he resigned this office to join the United States Senate. ECURIT Y-FIRST 
te allow the nation’s needy members There, he secured passage of a needed California land NATIONAL BANK 
“‘o live at a standard which society title settlement bill. His death, in 1892, came just a Deatiiethbidiienaia’ 

. considers to be of minimum de- few years before this Bank set up its Trust Depart- Ogee ee 
ecney;” ment. Today, three generations of Southern Califor- 


— 


ates nians have profited from our services. 
*Available in booklet form from William M. 
Meree- Ltd., 550 Sherbrooke West, Montreal 2. 


January 1959 55 








PLANNING YOUR ESTATE 
(Continued from page 9) 


sideration economies with respect to ad- 
ministration expenses resulting from the 
reduction in the size of the estate pass- 
ing through probate. On the other hand, 
residents of states having gift tax laws* 
must take them into consideration in 
order to properly calculate the antici- 
pated savings. 


Savings in Income Tax 


The division of an estate by gift can 
also result in the saving of income taxes. 
A gift of income-producing assets will 
divide between two or more individuals 
the income that would ordinarily be re- 
ceived by the estate owner alone and 
taxed in a higher bracket. Such saving 
is also possible through gifts in trust, 
depending on the kind and purpose of 
the trust. 

While the law since 1948 permits 
“splitting” of income between husband 
and wife and has thus relieved some of 
the income tax pressure on married in- 
dividuals, the possibility of dividing in- 
come with children and others might be 
fruitfully explored. Moreover, an un- 
married, divorced, or widowed indi- 





*California, Colorado, Louisiana, Minnesota, 


North Carolina, Oklahoma, Oregon, Rhode Island, 
Tennessee, Virginia, Washington and Wisconsin. 


vidual is still prompted by the same 
inclinations to minimize taxes that 
existed prior to splitting. The law has 
given such persons virtually no relief. 


Life Insurance as Gift 


Life insurance makes an excellent gift. 
It has become increasingly popular as a 
gift to a child. Not only are taxes saved 
for the donor, but the future security of 
the child is assured. Properly handled, 
the premiums may qualify not only for 
the lifetime exemption but also for the 
annual exemption. 

Under the present law, an individual 
may pay the premiums with respect to 
insurance on his own life and avoid sub- 
jecting the proceeds to the estate tax 
at his death so long as he retains none 
of the incidents of ownership in the 
policy. Thus, a policy with respect to 
the insured may be owned by his 
child or wife, the insured may pay the 
premiums thereon, but the proceeds will 
not be taxed in his estate. This repre- 
sents a marked change from the previ- 
ous law whereunder insurance proceeds 
were taxable in the estate of the insured 
if he paid premiums with respect there- 
to, notwithstanding the fact that he did 
not own the policy. The present law fur- 
ther emphasizes the importance of life 
insurance as a medium for gifts. It en- 
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courages the use of properly conceive:| 
life insurance trusts. 

If the insurance made subject of the 
gift is to be on the life of a child, for 
example, the donor should not retain 
any rights of ownership in the policy. 
It should become the absolute property 
of the donee, without any restrictions. 
To be safe, the estate of the donee should 
be named beneficiary; a contingent 
beneficiary should not be designated by 
the donor. 


In Contemplation of Death 


Gifts sometimes present the problem 
of “in contemplation of death.” A gift 
so made is subject to the estate tax. How- 
ever, under the present laws, gifts made 
more than three years prior to the date 
of death are not vulnerable, but one 
made within the three-year period is sub- 
ject to attack. The three-year rule sug- 
gests that a program of gifts should be 
started sooner rather than later. 

Whether a gift made within the three- 
year period will actually be subjected 
to the estate tax depends on the motiva- 
tion for the gift. If the gift is predicated 
upon motives associated with death, that 
is, if the dominating thought behind the 
gift is to dispose of the property now 
rather than later at death, it will be sub- 
ject to the estate tax. If made with 
motives ordinarily associated with life, 
it will not. While not conclusive, both 
age and state of health are important 
factors in ascertaining the motive behind 
a gift. 

The courts have held the following to 
be motives associated with life: to teach 
children how to handle money; to en- 
able children to maintain their social 
position; to induce a son to enter into 
business with parents; to provide a wife 
with an independent income; to save in- 
come taxes; to relinquish active control 
over property and live a life of ease: to 
protect one’s family from financial 
worry; to rid one’s self of the obligation 
of carrying unproductive property. 

In any event, if the gift does not 
“stand up,” it will in most instances 
mean only that the anticipated estate tax 
savings will not take place. 


Use of Trusts 


A gift may be made in trust for. as 
well as directly to, an individual. The 
trust, an old and important legal in- 
strumentality, is used extensively in 
estate planning. It may be either a living 
trust which, as its name implies, is estal- 
lished during the lifetime of the creator, 
or a testamentary trust, which comes 
into existence at death, pursuant to ® 
will. 


Trusts AND EsTAT!S 
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The living trust may be further classi- 
fie as being revocable or irrevocable. 
If the creator of the trust may terminate 
it and retake the assets, it is revocable. 
If this cannot be done, it is irrevocable. 
This difference is basic and affects the 
tax results. Property transferred to a 
revocable trust is not, from the tax point 
of view, given away, since it may be re- 
taken. Hence, if estate taxes are to be 
minimized, the trust must be irrevocable. 

If property intended as a gift to a 
wife is transferred to a trust for her 
benefit, and it is also intended that one- 
half of the gift pass tax free under the 
marital deduction, the provisions relat- 
ing to the marital deduction must be 
scrupulously followed. As already indi- 
cated in the case of testamentary trusts, 
the trust instrument must provide that 
the wife shall receive all of the income 
therefrom at least annually during her 
lifetime, and that she have the right 
to dispose of the principal of the trust 
as she sees fit, either during her lifetime 
or at her death. 


Short Term Trust 


The short term trust has been used 
extensively for the purpose of minimiz- 
ing the family income tax. The trust 
must exist for a period of not less than 
ten years.* Such trust may provide either 
for the accumulation of income or for 
the current distribution of income to the 
beneficiary of the trust. At termination 
it provides for the return of the principal 
to the individual who established the 
trust. 

The short term trust is primarily a 
means for minimizing income tax rather 
than estate tax. The value of the prin- 
cipal to be returned to the creator of 
the trust will be included in his estate in 
the event of his death.+ While gift taxes 
may be payable upon the transfer of 
assets to such trust, the tax is not on 
the entire value of the property trans- 
ferred but only on the value of the right 
to the income therefrom for the num- 
ber of years the trust will remain in 
force. 

In any event, such a trust permits 
a transfer of income for a period of 
years with the retention of the right to 


retake the principal at the end of the 
period. 


Trusts for Minors 


Normally, where a gift is made in 
trust for a minor, and such trust is to 
continue beyond his majority, the $3,- 


*Except if the beneficiary is a charity, in which 
Case . two-year period is permissible. Also, the 
mod may be the life of the beneficiary even 
ee his life expectancy may be less than ten 

rs 

tAlthough at something less than the actual 


dollar amount because the value is computed 
actuarially. 
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000 annual exclusion is not available.t 
However, by reason of the special pro- 
visions of Section 2503(c) of the In- 
ternal Revenue Code enacted in 1954, if 
the trust fund is payable to the minor 
when he attains age 21 — or to his es- 
tate or as he directs if he should die. be- 
fore then — the $3,000 annual exclu- 
sion will be available. 

Before such a trust is used, one must 
weigh the advantage of obtaining the 
$3,000 gift tax exclusion against the 
disadvantage of distributing a trust at 
the early age of 21. 


Eliminating Second Tax 


Thus far the discussion has related 
largely to one basic procedure in estate 
planning, namely, the division of large 
estates into smaller units through the 
medium of gifts. A second basic proce- 
dure involves the postponement of the 
vesting of title to the estate property in 
heirs and beneficiaries so as to eliminate 
the second and possibly the third set of 
death charges and taxes with respect to 
all or part of an estate. 

It is true that the burden of double 
or triple estate taxes has been somewhat 
ameliorated by the present law, which 
provides for a decreasing credit with 
respect to taxes paid on inherited prop- 
erty depending upon the number of 
years between the first death and the 
second. The credit ranges from 100% if 
the second death occurs within two years 
to 20% if death occurs in the ninth or 
tenth year. No credit is given if death 
occurs after the tenth year. But, the 
basic problem of double or triple taxa- 
tion remains because the interval be- 
tween deaths cannot be predicted. 

The problem may be illustrated as 
follows: 

Suppose Black, a widower, dies leav- 
ing a taxable estate of $250,000 to his 
only son. The estate is subject to death 
charges and taxes of approximately 
$75,000, leaving only $175,000 for the 
son. Suppose that after ten years the 
son dies and leaves the estate to his son. 
The estate property is subject to addi- 
tional death charges and taxes, leaving 
only $130,000 for Black’s grandson. 

White, a married man, faces a similar 
problem. His estate amounts to $500,- 
000. He has left all of it outright to his 
wife. While the marital deduction per- 
mits half of the estate to pass to the wife 
tax free, White’s estate must pay a tax 
on the other half. Then, assuming the 
wife dies ten years later leaving the 
estate to the son, a tax must be paid not 


only on the half which the wife received 


tExcept as to the value of income required to 
be paid to the minor. 


tax free, but also on the $250,000 with 
respect to which a tax was already paid. 
When the son dies leaving the estate to 
the grandson, taxes on the whole estate 
must again be paid. As in the first ex- 
ample, serious estate depletion results. 
The trust medium is used to eliminate 
such successive sets of death charges and 
taxes. Thus Black, the widower, might 
provide in his will that his estate be held 
in trust at his death, the income to be 
paid to his son for life, thereafter to his 
grandson, and at the death of the grand- 
son, the trust estate is to be distributed 
to designated beneficiaries. Or White, 
the married man, might provide in his 














VALUATIONS of 


Close Corporation Stock 


for 


e Gift and Estate Tax 
Purposes 


e@ Sales, Purchases and 
Mergers 


e@ Recapitalizations 
e@ Stock Option Plans 


e@ Sound Tax Planning 


For thoroughly documented apprais- 
als of closely-held corporation stock, 
which can be supported by expert 
testimony if necessary, we offer the 
services of an organization with dis- 
tinctive experience and facilities. 


Having worked in almost every major 
industry, we can furnish proof of 
results and references from outstand- 
ing bankers, attorneys, accountants 
and executives throughout the coun- 
try. 


MANAGEMENT PLANNING, 
INC. 


Princeton, New Jersey 











57 








will that one-half of his estate pass to 
his wife in such a way as to be tax free, 
but that the other half, which is subject 
to tax, be kept in trust so as to pro- 
vide income to his wife for life, then io 
his son, and finally to be distributed to 
his grandson at the death of the son. 
Under such an arrangement, death 
charges and taxes need not again be 
paid at the death of the wife or son 
upon the half with respect to which the 
tax was paid. Even if only one set of 
death charges and taxes is eliminated, 
substantial savings can result. 

Because a trust may exist for a con- 
siderable period of time, the trustees 


must be given powers sufficiently broad 
to cope with changing times and condi- 
tions and to meet unusual and pressing 
needs of the beneficiaries. Flexibility is 
the cardinal rule in estate planning, and 
the trust medium permits such flexibil- 
ity. 
Now or Later? 

In planning for the use of trusts, it 
should be recognized that a married 
estate owner is not compelled to use the 
marital deduction. He still has the choice 
of either paying a tax upon his entire 
estate at his death, under a plan which 
would eliminate entirely the second tax 
upon the death of his wife; or of using 
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the marital deduction, paying a tax upon 
only half of his estate and recognizing 
that a tax upon the portion passing ‘ax 
free to his wife will be paid at ‘ier 
death. 

In making a choice, the estate owner 
will want to compare the total death 
charges and taxes payable after the 
death of both himself and his wife, under 
plans calling for all or part of the 
marital deduction, with those under 
plans where the marital deduction is not 
used; the availability of liquid assets 
in his estate and his wife’s estate where- 
with to pay death charges and taxes; the 
advantages of the immediate tax sav- 
ings; the possibilities of changes in the 
law and economic conditions; whether 
family circumstances preclude allowing 
a wife the type of control required for 
the marital deduction; the size of the 
wife’s own estate; and the possibility of 
integrating both the husband’s and the 
wife’s estate programs to take fullest ad- 
vantage of the tax minimizing opportun- 
ity afforded by the law. In most in- 
stances, the use of the marital deduc- 
tion will be warranted. 

Since the advantages of the marital 
deduction will be denied to an estate 
owner if his wife predeceases him, basic 
planning — the division of large estates 
into smaller units through the medium 
of gifts, the wise use of trusts, and so on, 
should still take place. Then, if the 
marital deduction becomes available be- 
cause he predeceases his wife, additional 
economies will be effected. 


Planning for Liquidity 


There remains for discussion a third 
basic requirement of estate planning, 
namely, planning for sufficient liquid 
assets wherewith to meet the death 
charges and taxes that cannot be fur- 
ther minimized. 


One thing the estate owner can do 
during his lifetime is to dispose of valu- 
able but difficult-to-sell assets — like a 
closely held business, unproductive real 
estate, or even objects of art — and con- 
vert the proceeds into liquid securities, 
thus avoiding a forced sale at death. 

Or, the estate owner might try to ac- 
cumulate liquid assets over a period of 
time by regularly setting aside a speci- 
fied sum. One defect in this method 
is that the estate owner may not live long 
enough to complete the accumula! on. 
Another serious weakness is that ‘ ‘s 
expensive: the amount accumui: ted 
must first be earned, then it is subje:ied 
to income tax, and ultimately it incre*ses 
the size of the estate and is itself ay ain 
subjected to tax at death. 
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As to Business Interests 


Practical estate planning requires 
planning for the effect of death upon a 
man’s business, whether it is a partner- 
ship, a corporation, or a sole proprietor- 
ship. It is net always possible for a wife 
or other members of a family to con- 
tinue the business. They may be pre- 
vented from doing so because of age, in- 
experience or inability to get along with 
surviving associates. Moreover, it may 
be most imprudent to have the future 
welfare and support of a wife and 
children dependent upon the uncertain- 
ties of business. 

This suggests that arrangements 
should be considered for the sale of the 
business interest upon death. Such ar- 
rangements are generally accomplished 
through buy and sell agreements, imple- 
mented by life insurance for the purpose 
of providing the necessary cash. The 
purchase price — or a formula for de- 
termining it — is included in the agree- 
ment, thus minimizing friction at a 
critical time. If the agreement is of the 
proper kind, the price determined in 
accordance with its provisions will also 
fix the value of the business interest for 
estate tax purposes. 


In partnership or corporation situa- 
tions, such an agreement may take the 
form of a buy-out by the surviving part- 
ners or stockholders, or a buy-out by the 
partnership or corporation itself. 

The present law provides some relief 
for estates which contain a private busi- 
ness interest. If such business interest 
exceeds 35% of the value of the gross 
estate or 50% of the value of the tax- 
able estate (i.e., gross estate less deduc- 
tions, debts, etc.) , and if the estate owns 
more than 20% of the value of the par- 
ticular business, and if the business has 
10 or fewer stockholders or partners, the 
estate tax attributable to such business 
interest — but not the entire estate tax 
— may be paid in installments over a 
period of years up to 10. If more than 
one such business interest is held, they 
may be treated as one, provided that the 
lecedent’s estate owns more than 50% 
of the total value of each such business.* 
Because of these and other requirements 
of the tax law, it may be questioned 
whether many estates will take advan- 
lage of this provision. 

An analogous type of relief is pro- 
vided by Section 303 of the present In- 
ternal Revenue Code. It permits a corpo- 
tation to redeem its shares held by an 
‘state for the purpose of providing the 


ee — 

_*In community property states the value of the 

‘urviving spouse’s interest in the business may 
added to the decedent’s in order to meet the 

‘regoing requirements. 
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estate with liquid funds wherewith to 
pay death taxes and administration costs 
— provided that the value of the shares 
held by the estate exceeds 50% of the 
gross estate or 35% of the net estate. 
Where the shares of more than one 
corporation are to be redeemed, the 
estate must own 75% of the outstanding 
stock of each corporation, in which case 
the 35% and 50% rules apply to the 
combination. Consideration must be 
given to the family attribution rules in 
Section 318 of the Internal Revenue 
Code which makes such redemption 
agreements vulnerable where members 
of the same family are stockholders. 


A redemption under Section 303 may 
be made without income tax conse- 
quences. However, if the foregoing re- 
quirements relating to percentage of 
ownership are not met, the relief pro- 
vided by this section is unavailable. In 
any event, proceeding under this section 
presupposes that the corporation will 
have funds available wherewith to make 
such a redemption. 


Life Insurance 


Providing funds for such a redemp- 
tion can best be accomplished through 
the medium of life insurance. In fact, 
insurance upon the life of the estate 
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Financial Studies 
and Analyses 


Financial studies and analyses of many types have always been an 
important part of the work of our firm. Clients in almost every field 


of business have been served. 


Our highly-qualified staff and wide experience insure dependable 
and resourceful analysis for decisions relating to planning, negotia- 
tion, taxation, and new financing needs and requirements. 


We invite your investigation of our services in these fields: 


e Over-all financial surveys and business analyses 


e Valuations of businesses, properties and securities 


e Determinations and analyses of fair bases of exchange 


e Recapitalization and merger planning studies 


e Tax base determinations 


e Appraisals for purchase and sale negotiations 


e Studies of financial planning potentials 


Our comprehensive analyses consider all factors and circumstances 
Myainss y pean Beesey! 
pertinent to the problems and objectives involved. Reports are fully 


documented; 


recommendations and conclusions are supported 


factually and analytically for management use. Authoritative testi- 


mony is available on studies made. 


An unexcelled private library of business and financial information 
on industries, stock market statistics, financing details, and thousands 
of individual companies provides immediate data for comparative 


and analytical purposes. 


Preliminary discussion of your individual problems is invited with- 
out obligation. Write E. R. Lamp, Dept. T 


STANDARD RESEARCH CONSULTANTS, INC. 


(Subsidiary of Standard & Poor's Corporation) 


345 Hudson Street 


Watkins 4-6400 


New York 14, N. Y. 
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owner is generally the best solution to 
the problem of liquidity. Life insurance 
provides the necessary funds at the mo- 
ment when needed, thus permitting the 
estate to be transferred to beneficiaries 
with a minimum of shrinkage. New 
forms of policies and methods of financ- 
ing and paying premiums are constant- 
ly being devised to facilitate the acqui- 
sition and maintenance of adequate 
coverage. 

If life insurance is used to provide 
cash and to offset shrinkage, it should, 
wherever possible, be so arranged that 
the proceeds will not be taxed in the in- 
sured’s estate. It should be owned by 
someone other than the insured estate 
owner. He must not have any rights in 
the policies. The proceeds should not be 
payable to the insured or his estate. 

As already indicated, the insured 
may now pay the premiums with respect 
to policies on his own life and so long 
as he does not have any incidents of 
ownership therein, the proceeds will not 
be subject to tax in his estate. However, 
because this is an area of tax law which 
has seen pendulum-like changes over the 
years, it would be preferable, if pos- 
sible, to have someone other than the 
insured pay the premiums. 

Thus, Mrs. Jones might apply for in- 
surance on the life of Mr. Jones and pay 
the premiums out of her own funds and 
name herself as beneficiary. Upon Mr. 
Jones’ death she will receive the pro- 
ceeds. They will not be taxed as part of 
Mr. Jones’ estate. With the insurance 
proceeds, Mrs. Jones might purchase 
assets from her husband’s estate. The 
executor will receive cash with which to 
pay the death charges and she will re- 
ceive assets which might otherwise have 
to be sacrificed in order to obtain cash. 

The same procedure can be followed 
with a life insurance trust. This may 
be the only solution where the wife her- 
self possesses a substantial estate. She 
could create such a trust for members 
of the family, pay for insurance on the 


life of her husband and cause the pro- 
ceeds to be payable to the trust. Upon 
the husband’s death, the trustee could 
transfer cash to the estate by purchasing 
assets from it. 


If properly handled, the proceeds of 
such insurance would neither be taxable 
in the estate of the husband nor increase 
the estate of the wife. The premiums 
would be considered as gifts from the 
wife to the beneficiaries of the trust. If 
an insurance trust is not used, the pro- 
ceeds of the insurance purchased by the 
wife on the life of her husband would 
merely increase her own estate taxes if 
she should survive him. 


While it has always been good prac- 
tice to plan the estates of husband and 
wife simultaneously, it now becomes 
doubly important to do so if the marital 
deduction is to be used. If half of an 
estate is transferred to a wife, provision 
must be made for liquid assets to meet 
the charges and taxes with respect there- 
to at her death. Life insurance is clearly 
the most economical and efficient way of 
providing such liquidity for her. 

Life insurance for the wife may ac- 
complish other purposes as well. Thus, a 
husband planning for the use of the 
marital deduction may be deprived of 
its benefits if his wife should predecease 
him. Insurance on the wife will re- 
imburse him for the extra tax he must 
pay under such circumstances. And, if 
the wife does survive, the insurance will 
provide liquidity for her estate. 


Use of Options 


Life insurance should be programmed 
and correlated with the rest of the estate. 
Effective use of the settlement options 
is important. The four basic types of 
settlement options are those whereby: 


1. The proceeds are left with the 
company at interest; provision for 
withdrawal of principal can be made. 

2. The proceeds are paid to the 
beneficiary as a fixed monthly income 
for a specified number of months. 
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3. A fixed monthly income is paid 
until the life insurance proceeds and 
the interest earned thereon while on 
deposit with the company are ex 
hausted. 

4. A monthly income of a predete» 
mined amount is paid as long as the 
beneficiary lives, with a variation pro 
viding for a minimum period even 
though the beneficiary’s death occurs 
before the end of the “period certain,” 
the payments continuing to a named 
contingent beneficiary until the end 
of the period. 


Because insurance may receive the 
benefits of the marital deduction, it must 
be arranged with due regard for tech- 
nicalities relating thereto. Most conven- 
tional types of insurance arrangements 
pursuant to which installment payments 
are made to a wife and to the children 
after her death will not qualify. Exist- 
ing programs should, therefore, be re- 
viewed in order to determine whether 
changes are necessary. Moreover, our 
rapidly changing economic climate 
makes necessary a flexible rather than a 
rigid program. 

In programming life insurance, it 
should also be remembered that if the 
proceeds are payable under an install- 
ment option, $1,000 of the interest form- 
ing part of each year’s installment pay- 
ments will be received free of income 
taxes if, but only if, the wife is the bene- 
ficiary. 


% % 


Wise men and women recognize that 
effective planning requires the services 
of specialists with respect to wills, trusts, 
life insurance, investments and taxation. 
They will protect their families, their 
achievements, and the estates they have 
created by coping with the problems of 
death and taxes during lifetime — be- 
fore it is too late. 


None can say to the angel 
of death, “Wait till I make 


up my accounts.” 
A OB A 


NALU Names CoMMITTEE CHAIRMEN 


Among the committees whose chair- 
men for the coming year have been an- 
nounced by the National Association of 
Life Underwriters are the following, con- 
cerned in some aspect or other of estate 
and trust work: 

Estate Planning: Miss Ellen M. Put- 
nam, Rochester, N. Y. 

Relations. with Accountants: R. Pb. 
Walker, Hollywood, Fla. 

Relations with Attorneys: John ¢. 
Schneider, Baltimore. 

Relations with Trust Officers: Edward 
M. Hicklin, Burlington, N. C. 
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Estate Planning Council 
Activities 


Central Arizona — On December 1 a 
presentation on self-insured retirement 
plans was based on the address of Paul 
Warner, president of Warner-Watson 
Pension Consultants and Actuaries, be- 
fore the American Bankers Association. 
His original speech was entitled “Super- 
jority of Trusteed Over Insured Pension 
Programs.” A panel of trust officers, 
lawyers and life underwriters answered 
questions. 


Southern Arizona — On December 15 
John L. Donahue, Jr., attorney, and 
Monroe Meador, C.P.A., spoke on cer- 
tain features of the October Institute of 
Federal Taxation at the University of 
Southern California, which they had at- 
tended. Emphasis was on the “Revenue 
Acts of 1958 and Related Current Prob- 
lems.” More than 100 people attended 
the second annual Estate Planners Day 
held on November 21, which centered 
around this same topic. 


San Francisco — On December 3 
“Pension and Profit Sharing Plans in 
Today’s Estate Planning” was the topic 
discussed by Bart Ottoboni, vice presi- 
dent and trust officer, Crocker-Anglo Na- 
tional Bank, and Thomas Sutton III, 
vice president of Ron Stever Co. 


Washington, D. C. — On December 9 
the 5th annual Estate Planner’s Day 
sponsored by the Council and the local 
chapter of Chartered Life Underwriters, 
took for its theme “The Impact of In- 
flation on Estate Planning.” The morn- 
ing session featured three speakers. Dr. 
Heinz E. Luedicke, editor of the New 
York Journal of Commerce discussed the 
effect of inflationary trends on the 
economy. P. Philip Lacovara, New York 
attorney and managing editor of TRusTs 
AND EsTATES, presented a study of the 
effect of inflation on personal trust 
planning. George Byron Gordon, direc- 
tor of advanced underwriting services, 


Mutual Benefit Life Insurance Co. of 
New Jersey, examined the ways in which 
life insurance can be used to combat in- 
flation. In the afternoon, Charles 5S. 
Rhyne, Washington attorney and for- 
mer president of the American Bar As- 
sociation, spoke on world peace through 
law. Howard M. Koster, assistant vice 
president, Bankers Trust Co., New York, 
concluded the program with an address 
on trends in pension trust design and 
investment in an inflationary period. 

South Bend — On December 1 the 
Technical Changes Act of 1958 was dis- 
cussed by Nate Levy, attorney. 


Des Moines — On December 1 Wil- 
liam B. Strief spoke on “Life Insurance 
and the Short Term Trust.” Current ofh- 
cers of the Council are: Pres.—Robert 
B. Throckmorton, attorney; Vice Pres. 
—S. G. Barnard, secretary and trust 
officer, Bankers Trust Co.; Sec.-Treas. 


—Louis I. Nussbaum, C.P.A. 


Baltimore On December 4 Jay V. 
Strong, Washington, D. C., actuary, 
spoke on “Maintaining Pension Bene- 
fits at Par.” 


Detroit — On December 9 James F. 
Thornburg, South Bend attorney, ad- 
dressed the council with the entertain- 
ing topic of “A Program to Encourage 
Senile Delinquency . . . Observations on 
the Uncommon Law Aspects of Execu- 
tive Deferred Compensation.” 


Flint — On December 4 L. William 
Seidman, C.P.A., of Grand Rapids, 
spoke on “An Accountant Looks at 
Estate Planning — the Facts and the 
Tax.” He described how his office works 
with other members of the estate plan- 
ning team and gave examples of the 
outline followed in analyzing estates. 

New Hampshire — On December 3 
Philip J. Woodward, Boston attorney, 
spoke on recent tax changes affecting 
estate planning. 

Philadelphia — On December 11 
Harry Yohlin, Philadelphia attorney, 
spoke on “Short Term Trusts.” 
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Seattle — On December 3 the possi- 
bilities and problems of estate planning 
under the 1958 Act were discussed by 
Willard Wright from the legal stand- 
point and Russel Pearson from the ac- 
counting point of view. Questions from 
the floor were led by William Newman 
(insurance) and Edwin F. Boyle, trust 
officer, Pacific National Bank. 

Four plaques were awarded to the 
June winners of the Will Drafting and 
Estate Planning Contest conducted at the 
University of Washington Law School 
under sponsorship of the council. The 
prizes were $350, $250, $150 and $75 
respectively for the first four places. 
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INVESTMENT SEMINAR 
(Continued from page 52) 


par value 4% preferred stock preceding 
the 1,707,515 shares of common stock, 
the current $1.60 annual dividend rate 
seems assured for now. Mr. Geier ex- 
pressed the hope that profits for the 
final twelve weeks of the 1958 account- 
ing period would bridge the gap be- 
tween the $1.28 reported for the first 
40 weeks and the $1.60 annual pay- 
out. While this compares ill with 1957 
profits of $4.46 per share, and average 
earnings of $4.66 per share for the five 
years 1953-1957, (after allowing for the 
two for one split of common stock in 
1955), it is regarded by management 
as a normal swing for which past con- 
servative dividend policy has prepared 
a solid cushion. Cash dividends have 
been paid in each year since 1923. 


Despite the indisputable realities of 
government defense policies which in- 
variably call for emergency handling, 
and the questionable logic that dictates 
deferment of machine tool replacement 
by management as a first resort in times 
of stress, commitments in strong, well- 
managed companies in the machine tool 
industry appear as investments in some 
trustee accounts. In viewing such hold- 
ings, however, Mr. Geier stressed the 
need for long-term analysis, bearing in 
mind that recovery of engineering, de- 
velopment, and market costs is made 
over a long cycle of time, and capital 
expenditures for machine tools tend to 
bunch-up or fall off more severely at 
times than for other industrial goods. 
Thus, the time element, especially for 
custom engineered units for special pur- 
poses, should be backed by sufficient 
sales of standard units to provide finan- 
cial support in the interim. This pre- 
supposes adequate volume, and here 
Cincinnati Milling seems to fill the bill, 
having consistently broadened its lines 
over the years, both in this country and 
in Great Britain and Holland. 


This company is therefore outstand- 
ingly well prepared through stress on re- 
search and diversification, backed by 
conservative financial management, to 
face present rigors and, at the same 
time, look ahead to the more happy days 
of the early *60s, when the industry 
should recover a volume of business in 
keeping with a growing economy. 


The Future — At Home and 
Abroad 


The machine tool industry has to 
face, in addition to its normal concern 
over the slow pace of incoming orders, 


the growing threat of intensified com. 
petition here and abroad from foreign 
manufacturers who enjoy the benefits 
of materially lower labor costs. These 
permit selling prices which United 
States producers cannot meet, but th: 
latter’s design features and service facil- 
ities are often at least a partial offset. 
American builders believe that their 
industry should supply the equipment 
for our country’s defense needs instead 
of seeing some of this business go to 
foreign makers. This would help to keep 
a most vital and necessary industry 
stronger and better prepared in times 
of national defense emergencies. Leaders 
of the machine tool industry believe 
that the supposition of a missile war 
outdating the need for machine equip- 
ment to produce all other types of arma- 
ment is contrary to all past experience. 
It should be borne in mind that machine 
tools are the basic production resources 
for both peace and war, and they are 
needed to produce all weapons and 
equipment, and even to reproduce them- 
selves. 

There are many counter-currents: ad- 
vances in the use of powdered metals 
(which do not require machining but 
can be formed by molding or stamp- 
ing) are but one phase. Plastics have 
yet to reach their majority; and the 
political climate is always unpredict- 
able, whether in government orders in 
this country or dictators’ doing abroad, 
but if the world is to progress it is in- 
controvertible fact that it will have to 
rely on the best tools to put to best 
use the know-how of our entire indus- 
trial economy. The present breathing- 
spell seems a good time for investors to 
appraise these revitalizing forces and 
to consider which industries have been 
discounted too heavily on their present 
situation, as many have apparently been 
discounted well into the ’60s already. 
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NUCLEAR ENERGY 
(Continued from page 46) 


nuclear field have come from the Joint 
Committee’s Republican members. 

But four of the eight committee mem- 
bers this year will be “freshmen” in this 
activity making their effectiveness ques- 
tionable. 

It appears that Craig Hosmer, serving 
a second term on the Committee and 
former AEC attorney at Los Alamos be- 
fore coming to Congress, could emerge 
as a spokesman for the more conserva- 
tive point-of-view on peacetime develop- 
ment of nuclear energy. 
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TRUST PERSONNEL CHANGES 


ALABAMA 


BIRMINGHAM—Henry A. Leslie, professor of law and as- 
sistant dean of the University of Alabama Law School, will 
join BIRMINGHAM TRUST NATIONAL BANK as trust officer on 
February 1, where he will be in charge of new business in 
the trust department in addition to assisting in general opera- 
tion of the department. 


BIRMINGHAM—First NATIONAL BANK elected E. P. Haw- 
kins as asst. trust officer. Hawkins began with the bank in 
1939 and is now in the real estate division, trust department. 
FLORENCE—Fred Long (former cashier and asst. trust 
officer) named chairman of First NATIONAL BANK to suc- 
ceed the late Charles L. Haley, Jr.; William H. Mitchell, Jr., 
succeeds Thomas B. Harrell (resigned) as president and 
chief executive officer. 


MONTGOMERY—At First NATIONAL BANK, Joseph D. 
Jolly, Jr., vice president and trust officer, will assume super- 
vision of the trust department upon the resignation of John 
C. Curry (vice president and senior trust officer) to be- 
come the new Superintendent of Banks of Alabama. Jolly 
joined the bank in 1926, attended Jones Law School and 
U. of Alabama Center, and is a graduate of the Graduate 





JOHN C. CURRY 
Montgomery 


JOSEPH D. JOLLY, JR. 
Montgomery 


HENRY A, LESLIE 
Birmingham 


School of Banking. Curry joined First National in 1947, 
prior to which he was chief clerk of Bullock County Probate 
Court and of the old State Tax Commission. In 1939 he was 
named Alabama’s first Revenue Commissioner. 


ARIZONA 


PHOENIX—Jordan L. Haines and David G. Davies named 
asst. trust officers of First NATIONAL BANK OF ARIZONA. 
Haines is a graduate of Kansas U. Law School and Davies, 
of U. of Wisconsin Law School. Both joined the bank as 
trust representatives in 1957. 

PHOENIX—VALLEY NATIONAL BANK appointed Grant Hoel, 
former asst. trust officer in Tucson, an asst. vice president 
for the Bank’s expanded business development activities in 
that area. Three new trust officers named were: J. J. Mc- 
Carthy and G. E. Wright, Phoenix; H. L. Lauver, Tucson; 
and Paul B. Robb named corporate trust officer in Phoenix. 


CALIFORNIA 
BEVERLY HILLS—Norman D. Murdaugh made asst. trust 
officer of SecuRITY-First NATIONAL BANK. 
LOS ANGELES—Lehr W. Pitts advanced to vice president 
and trust officer, UNION BANK. 


SAN FRANCISCO—Bank OF CALIFORNIA appointed Fred 
D. Bennett and William E. Whisten as trust officers. At the 
Tacoma, Washington, office, Paul J. Tomchick advanced to 
asst. trust officer. 


COLORADO 


DEN VER—Harold Norbloom named vice president and 
trust officer of AMERICAN NATIONAL BANK. 
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GREELEY—Norris J. Anderson joined GREELEY NATIONAL 
BANK as vice president. Anderson, an agricultural economist, 
will be associated with the trust department and also will 
be in charge of business development and public relations. 


CONNECTICUT 


HARTFORD—Hartrorp NATIONAL BANK & TRUST Co. ad- 
vanced Theodore W. Stedman, Jr., Gordon H. Bezanson, 
Augustin D. Curado, Clark I. Moseley and Jacques R. 
Chabrier to vice presidents and trust officers; Herbert H. 
Bierkan, David R. Hubbard, Garret W. Nevius and William 
W. Wilcox to trust officers; named Rodney M. Gage, Wilbur 
H. Smith, Jr., Marcel A. Smith, Dwight N. Vibbert, Samuel 
S. Fuller, Wellington R. Brush and George F. Gilbert, asst. 
trust officers; and appointed Robert W. Alvord and Edward 
S. Dana assistant secretaries in the trust department. 
MIDDLETOWN—Fred W. Patenaude, former trust officer 
at the Middletown branch of CONNECTICUT BANK & TRUST 
Co., elected vice president. 

NEW BRITAIN—Harry H. Howard, chairman of the board 


of trustees who joined NEW BRITAIN TRUST Co. in 1920 as 
trust officer, retired. 


NEW HAVEN—Richard L. Rice named trust officer at 
First NEw HAVEN NATIONAL BANK, and Daniel F. Beehler 
promoted to asst. trust officer, 


STAMFORD—NATIONAL BANK & TRUST CO. OF FAIRFIELD 
COUNTY promoted Lewis F. Jackson to associate trust officer, 
and Edgar C. Austen, Jr., to asst. trust officer. 


WATERBURY—Donald F. Weeks and Robert A. Robinson 
elected asst. trust officers at COLONIAL TRUST Co. 


DISTRICT OF COLUMBIA 


WASHINGTON—AmEkERICAN SEcuRITY & TRUST Co. elected 
Henry C. Heine asst. trust investment officer. 


FLORIDA 


MELBOURNE—Julian D. Halliburton named trust officer 
of BANK OF MELBOURNE & TrusT Co. Prior to that he had 
been a vice president of The Purse Co., Chattanooga. 


GEORGIA 


ATLANTA—FULTON NATIONAL BANK elected Clarence Hav- 
erty honorary board chairman; Pope F. Brock, board chair- 
man; William V. Crowley, board vice chairman; and Gordon 
Jones, president and chief executive officer. 


ATLANTA—Henry C. Smith promoted to asst. trust officer 
at TRUsT COMPANY OF GEORGIA. Smith received the degree of 
B.A. from U. of Georgia. 


ILLINOIS 


BELLEVILLE—A. O. Hickcox retired as vice president and 
trust officer of BELLEVILLE NATIONAL SAVINGS BANK. Paul 
F. Braner, asst. trust officer, now heads the trust department. 


CHICAGO—AMERICAN NATIONAL BANK & TRUST CoO. ap- 
pointed Howard J. Johnson as vice president and trust officer 
to head the trust department, succeeding Morris E. Feiwell 
who organized and built the department over the past 25 
years. Feiwell will remain as a senior vice president. John- 
son, with American National since 1937, is currently vice . 
president of the Trust Division of [Illinois Bankers Asso- 
ciation, and has served as a director of the Chicago Life 
Insurance and Trust Council and chairman of the Trust 
Section, Financial Public Relations Association. He is a 
graduate of DePaul U. Law School and holds certificates 
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from the Graduate School of Banking, Rutgers, and the 
Trust Development School, Northwestern U. Named asst. 
trust officers were Dennis F. Glass and Merle F. Kuhlman; 
and George H. Dempsey (formerly in charge of advertising) 
became director of public relations. 


CHICAGO—On the year-end retirement of Holman D. Petti- 
bone as chairman of CHICAGO TITLE & TRUST Co., that post 
is discontinued, but he remains a director. Pettibone entered 
the employ of the Trust Company in 1911, and has been 
active in better housing and neighborhood re-development 
programs for two decades. 


CHICAGO—Ernest D. Holmes, trust officer of CONTINENTAL 
ILLINOIS NATIONAL BANK & TRUST Co., retired after 40 
years of service heading the income tax division of the trust 
department. 


CHICAGO—Cassius A. Newman retired as trust officer of 
DROvERS TRUST & SAVINGS BANK, after 52 years. 


CHICAGO—Harris Trust & SAVINGS BANK advanced J. 
Brooks Corwine to vice president in charge of trust new 
business; James F. Bailey to asst. vice president, trust de- 
partment. Corwine joined Harris Bank in 1929 after gradu- 
ation from Culver-Stockton College. Roy C. Demmon named 
assistant secretary in the trust department, while C. L. 
Gardner retired as assistant secretary in charge of the trust 
real estate division, 

LIBERTY VILLE—At First LAKE CouNTY NATIONAL BANK, 
Gordon W. Thomas appointed trust officer. Thomas comes 
from Lake Forest where he was asst. trust officer of the 
First National Bank. 


INDIANA 


INDIANAPOLIS—INDIANA NATIONAL BANK named Walter 
M. Evans and Kenneth L. Peek vice presidents and trust 
officers, Robert B. Morris, trust officer; and John G. Held 
and William Thompson, asst. trust officers. Evans is past 
president of the Indianapolis Real Estate Board and presi- 
dent of the Indiana Real Estate Association. Peek special- 
izes in pension and profit sharing plans. Morris, a graduate 
of Purdue, is in charge of the corporate trust department. 


MASSACHUSETTS 


BOSTON—BostTon SAFE DeEposir & TRUST Co. advanced 
Herman L. Allen and Frank W. Cappers, Jr., to trust officers, 
and Deborah Greenberg, John R. Cooke and Nathaniel R. 
Cutler, Jr., to asst. trust officers. 


BOSTON—Richard L. Frothingham named senior vice presi- 
dent, NEW ENGLAND Trust Co., and made head of the trust 
department, succeeding Myles Standish, Jr., who retired 
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after 30 years. C, Philip Johnson also named senior vice 
president, trust. Other appointments: Robert B. Holmes and 
R. P. Rudolph to asst. trust officers; K. W. Rockwood (former 
trust officer) to manager of securities division (trust); T, 
B. Wendell (former asst. trust officer) to asst. manager of 
securities division (trust); and Henry N. Smith (former 
trust officer) to manager of trust department vault. 


BOSTON—OLp CoLony Trust Co. named the following: 
Austin W. Holmes and Charles F. Putnam, investment offi- 
cers; Howard F. Nichols, senior investment analyst; Richard 
Ballou and Francis J. Early, asst. trust officers; T. McLean 
Griffin, associate counsel; and F. C. Rozelle, Jr., trust repre- 
sentative. 


MICHIGAN 


DETROIT—Richard J. Zinger appointed asst. trust officer 
of CirTy BANK. 


DETROIT—Vernon M. Fitch and Herbert W. Holm, Jr., 


named asst. trust officers at MANUFACTURERS NATIONAL 
BANK. 


MINNESOTA 


MINNEAPOLIS—At First NATIONAL BANK, Douglas B. 
Allert, trust real estate officer and Jarl Olsen, assistant 
secretary, advanced to asst. vice president (trust); and 
named assistant secretaries in the trust department were 
Henry H. Adams, Jr., John F,. Hunziker and Richard H. 
Tschudy. 


MINNEAPOLIS—Ted A. Smith made asst. trust officers of 
NORTHWESTERN NATIONAL BANK. 

ST. PAUL—Harry L. Holtz, trust officer, advanced to the 
newly created position of executive vice president and elected 
a director of First TRUST COMPANY oF ST. PAUL, trust 





Davip H. MOREY ARTHUR W. KNAPP 
St. Louis Omaha 
affiliate of the First National Bank. Holtz joined the staff 
in 1944 as a trust administrator; is a graduate of William 
Mitchell College of Law, St. John’s U. He now heads the 
new business department and is in charge of public rela- 
tions, and will assume additional duties in his new post. 
Harley L. Danforth elected asst. investment officer. 


Harry L. HOLTZ 
Saint Paul 


MISSISSIPPI 


JACKSON—W. P. (Pat) McMullan elected chairman of the 
board and chief executive officer of DEPosIT GUARANTY BANK 
& Trust Co., succeeding W. H. Holman, who was elected 
honorary chairman; and Nat S. Rogers elected president. 


MISSOURI 


ST. LOUIS—David H. Morey, vice president and trust offi- 
cer, BOATMEN’S NATIONAL BANK, elected senior vice presl- 
dent and a director and retains his title of trust officer. 


NEBRASKA 
OMAHA—At UNITED States NATIONAL BANK, Arthur W. 
Knapp promoted to vice president and trust officer suc 


ceeding Casper Y. Offutt who retired. Knapp is a graduate 
of Creighton U. with B.S. and L.L.B. degrees and prac- 
ticed law before joining the bank in 1949. He is past 
chairman of the trust division of the Nebraska Bankers 
Association. Offutt continues as a director and has ‘cen 
elected chairman of the directors’ trust committee. 
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OMAHA—First NATIONAL BANK appointed John M. Hard- 
ing as trust officer. Harding returns from Seattle, where he 
was trust officer with SEATTLE TRUST & SAVINGS BANK. A 
graduate of Yale U. and Law School, he is past president 
of Seattle Association of Trust Men and the Estate Plan- 
ning Council of Seattle. 


NEVADA 


RENO—First NATIONAL BANK OF NEVADA named E, R. 
Vacchina trust officer in the main office, and C. M. Boardman 
trust officer in Las Vegas main office, advancing them from 
asst. trust officers. 


NEW HAMPSHIRE 


MANCHESTER—AmMoskEac Trust Co. appointed Robert S. 
Fellows assistant treasurer, Fellows comes from FIRST 
NATIONAL BANK of Peterborough where he had been cashier 
and trust officer. 


NASHUA—INDIAN HEAD NATIONAL BANK elected Robert 
G. Hopkins as vice president and trust officer to head the 
trust department, succeeding Clarence E. Whitney who re- 
tired. Hopkins joined the staff in 1955 as trust investment 
officer, is a graduate of Yale U. with a B.S. degree, and 
was formerly with United Investment Counsel and United 
Business Service. In World War II he was Director of the 
Metals and Minerals Division in the lend-lease and com- 
mercial export branch of the Foreign Economic Administra- 
tion. Whitney came to the Bank in 1924, and in World War 
II served as Chief Fiscal Officer, Psychological Warfare in 
the Mediterranean and European Theatres with the rank of 
Lieutenant Colonel. 


NEW JERSEY 
BOUND BROOK—Henry Whitenack appointed assistant to 
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the trust officer of First NATIONAL BANK OF SOMERSET 
CouNTY. 


HACKENSACK—William L. Pink named asst. trust officer 
of First NATIONAL BANK OF SOMERSET COUNTY. 


JERSEY CITY—Trust Co. or NEw JERSEY elected Lawrence 
B. Carey as president to succeed the late Charles E. Clif- 
ton, advancing him from executive vice president. 


JERSEY CITY—Edward N. Dean, at one time trust officer, 
First NATIONAL BANK, elected executive vice president in 
charge of operations. Harold Q. Chance named trust officer; 
and Donald M. Gallagher, manager of the trust accounting 
division. 

NEWARK—FIpELITty UNION TRUST Co. appointed John S. 
Bacheller a vice president and trust officer to head the trust 
department, succeeding Leslie G. McDouall, senior vice presi- 
dent who, after nearly 50 years of service, will retire but 
continue as a director and trust consultant. Bacheller has 
becn with Fidelity since 1928; is a graduate of Princeton 
U. and of the Graduate School of Banking at Rutgers. 
Ra) mond B., Weatherby, in charge of investment program- 
ming in the trust department and with the bank since 
1942, elected vice president; and Arthur E. Yurkutat named 
ass’. trust officer. 


NEW YORK 
NEW YORK—Bankers Trust Co. elected Guy R. Byam 
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as vice president in the trust department’s personnel services 
group; Hugh F. Coyle, asst. trust officer, personal trust. 
Byam, graduate.of Wesleyan U. in 1930, joined Shawmut 
Corporation of Boston as a security analyst, and in 1933 
he received an M.A, from Columbia U. and later joined 
Bankers Trust. 


NEW YORK—Paul A. McManus named vice president in 
charge of the investment advisory division of the trust de- 
partment, CHASE MANHATTAN BANK. Other trust promo- 
tions: Edward S. Mangeot, to asst. vice president; Louis P. 
Buglioli and Alfred R. Worster, assistant treasurers; and 
Donald Townsend, investment officer. 


NEW YORK—George C. Barclay has retired as vice presi- 
dent of Ciry BANK FARMERS TrRusT Co. A leading figure in 
many phases of fiduciary activities including common trust 
funds and fees, Barclay was president of the Trust Divisions 
of the American and New York State Bankers Associations. 


NEW YORK—Elected vice president at THE HANOVER BANK 
were Frank W. Kaestner, corporate trust, and Fred G, O. 
Wernet, personal trust operations. Both were formerly asst. 
vice presidents. Advanced to asst. vice presidents, personal 
trust, were Thomas F. Cullen, John E. Hardy and Wesley 
Simmons. 


NEW YORK—Roy S. Greer and Feodor D. Cekich elevated 
to vice presidents at MARINE MIDLAND Trust Co., the former 
in pension and estate planning and the latter in investment 
management; Vincent B. Hubbell named asst. vice presi- 
dent and Louis J. Grosso, assistant secretary, both in estate 
planning. 


NEW YORK—Alfred S. Smith appointed asst. trust officer 
at J. P. MorGAN & Co., INC. 


NEW YORK—At NEw York Trust Co., John Johnson pro- 
moted to asst. vice president in the personal trust division; 
John H. Baile, Edwin M. Dorman and Edwin A. Lee, from 
assistant secretaries to trust officers; William P. Terry and 
Herbert A. Beckart, assistant secretaries (personal and cor- 
porate trust divisions respectively). 


NEW YORK—UNITED STATES Trust Co. elected J. Sinclair 
Armstrong an executive vice president, where his duties will 
include all aspects of the Company’s corporate relationships. 
Mr. Armstrong resigned last month as Assistant Secretary 
of the Navy for Financial Management and Comptroller. At 
the time of his appointment to the Navy, he was chairman 
of the S.E.C. He is a graduate of Harvard College in 1938, 
and Harvard Law School in 1941. 
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OHIO 


CINCINNATI—FirtH THIRD UNION Trust Co. named 
Milton M. Gatch as vice president and director of new 
business development. Gatch has been serving as a trust 
officer. 


CINCINNATI—Linden C. Sahlfeld advanced to trust officer 
at First NATIONAL BANK; William K. Turner, Robert B. 
Corey and Harvey L. Ingram newly appointed asst. trust 
officers. Sahlfield, with the Bank since 1947 and an invest- 
ment officer at present, graduated from Xavier U., received 
his L.L.B. from Salmon P, Chase Law College, and recently 
completed the course at the Graduate School of Banking. 


CLEVELAND—Burton A, Miller appointed vice president 
in charge of the trust department of NATIONAL CITY BANK 
of Cleveland, succeeding William L. West who has resigned 
to accept the presidency of a private investment company 
which will serve individuals associated with the M. A. Hanna 
Co. and their families. Miller joined National City in 1952 
as vice president in charge of the investment division of the 
trust department. Before that, he had been associated with 
the investment counsel firm of Scudder, Stevens & Clark for 
21 years in research and supervision of investment port- 
folios. A graduate magna cum laude from U. of Iowa, Miller 
has been a lecturer on investments at the Graduate School 
of Banking at Rutgers. 


DAYTON—Harlan H. Todd elected a trust officer at Pro- 
PLES BANK & TRUST Co. Todd has been a senior trust ex- 
aminer for the Federal Reserve Bank of Cleveland and was 
formerly on the legal staff of Nickle Plate Railroad. 


DOVER & MASSILLON—James W. Painter became trust 
officer and asst. vice president of REEVES BANKING & TRUST 
Co. of Dover, succeeding John Laurenson who entered 
private law practice. Painter is former trust officer of 
PEOPLES-MERCHANTS TRUST Co. of Massillon. 


OKLAHOMA 


TULSA—First NATIONAL BANK & TrRusT Co. elected James 
E. Bishop vice president and trust officer; promoted James 
R, Meredith and Stanley Rush to trust officers; and Donald 
J. Rubottom to asst. trust officer. Bishop, an attorney and 
C.P.A., is in charge of trust new business. 


OREGON 


PORTLAND—Leroy B. Staver, vice president and trust 
officer, succeeds Robert M. Alton, vice president and ex- 
ecutive trust officer, as head of UNITED STATES NATIONAL 
BANK’s trust department, upon the latter’s retirement. Active 
in state and national trust groups throughout his 36 year 
banking career, Alton was president of the Trust Division, 
American Bankers Association in 1948-9. Staver is a grad- 
uate of Northwestern College of Law and the Graduate 
School of Banking at Rutgers. He joined the bank in 1925 
and has been in the trust department since 1927. He is 
chairman of the Committee on Fiduciary Legislation for the 
ABA Trust Division. 


PENNSYLVANIA 


BRYN MAWR—James H. Halward promoted to trust in- 
vestment officer at BRYN MAwr Trust Co. Halward has 
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Summit (N. J.) Trust Co.’s new extension to its Main Building, 

which opened on December 22, houses the Trust Department, 

provides Drive-In facilities, and work area for other departments 

of the bank. The Trust Department, one of the largest in the 

Suburban New Jersey area, is located on the first floor of the 
extension. 





been with the Company since 1955, prior to which he was 
in the investment department of First Pennsylvania Bank- 
ing & Trust Co., Philadelphia. 


LANCASTER—Gurdon G. Potter made senior trust officer, 
James H. Deily, Jr., named trust officer at FARMERS BANK 
& TRUST Co. 


McKEESPORT—Robert J. Casey named public relations di- 
rector of WESTERN PENNSYLVANIA NATIONAL BANK. Casey 
has been a public relations account executive at Ketchum, 
MacLeod & Grove, Inc., in Pittsburgh, and before that served 
two years as public relations director of the Ohio State Bar 
Association. 

PHILADELPHIA—CENTRAL-PENN NATIONAL BANK named 
William R. Weber asst. trust officer. 


PHILADELPHIA—Frederick G. Rogers elected vice presi- 
dent of FIDELITY-PHILADELPHIA Trust Co. Rogers started 
with the trust department in 1925, and has been with the 
estate planning division since 1947. During World War II 
he served as Inspector General on the staff of General Mac- 
Arthur, with the rank of Lieutenant Colonel. Elected trust 
officers were: Albert E. Harker, Joseph J, Jones, Arthur C. 
Morgan and Donald B. Pritchard; to asst. trust officers: 
Berry P. Collins, Donald Hayes, Theodore Kling, Jr., William 
M. McEwing and John M. Micheals. 


PHILADELPHIA—George B. Kneass, head of PHILADEL- 
PHIA NATIONAL BANK’S investment division since 1942, elected 
a senior vice president. S. Robert Conkling named a trust 
officer, and William W. B. Upton an asst. trust officer. 
Conkling, with the tax section of the Trust Department, 
is a past president of the Bank & Trust Company Tax 
Association. 

PHILADELPHIA—PROVIDENT TRADESMENS BANK & TRUST 
Co. promoted J. Richard Boylan to trust investment officer, 
and Frederic E. Mygatt, III, to trust officer. 
PITTSBURGH—Josiah T. S. Horton, head of advertising 
and public relations of MELLON NATIONAL BANK & TRUST 
Co., named assistant cashier. 

READING—With the retirement of Theodore L. Cuyler, 
III, vice president and manager of the investment depart- 
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ment of BERKS County Trust Co., Myron A. Kurtz, asst. 
vice president, will be in charge of statistical analysis and 
advice on investments for the trust department, while Samuel 
§, Allen, assistant treasurer, will be responsible for the 
pank’s bond portfolio, Kurtz will be in overall charge of 
the investment department. 

WILKES-BARRE—Sumner P. Jones joined First-SEcoNpD 
NATIONAL BANK & Trust Co. as asst. vice president in charge 
of the investment department and to supervise the bank’s 
portfolio and trust department investments. Jones was for- 
merly assistant treasurer of GIRARD TRUST CORN EXCHANGE 
BANK, Philadelphia, for 11 years. 
WILLIAMSPORT—Robert L. Ellison named vice president 
and senior trust officer of WEST BRANCH BANK & TRUST Co. 


TENNESSEE 
MEMPHIS—First NATIONAL BANK promoted Joseph S. 
Sims and Christopher H. Williams to trust officers. Sims is 
a graduate of Princeton and Vanderbilt Law School; Wil- 
liams received his law degree at U. of Virginia and was 
formerly assistant attorney general of Tennessee, 


VERMONT 


BRATTLEBORO—Paul C. Ballou appointed asst. trust 
officer of VERMONT BANK & TrusT Co. A graduate of Yale 
U., Ballou came to the bank two years ago from the trust 
department of Union & New Haven Trust Co., Conn. 


VIRGINIA 
DAN VILLE—AMERICAN NATIONAL BANK & TRUST Co. pro- 
moted Robert P. McConnell from vice president and trust 
officer to senior vice president; and elected Melvin C. Vernon, 
Jr., asst. trust officer. 

CANADA 
HALIFAX—EASTERN TRUST COMPANY appointed E. G. 





ee 


The November 17th Open House in the new two million dollar 
headquarters of Continental National Bank, Lincoln, Neb., was 
heralded by a special section of the Lincoln Journal and Star. 
Included was a description of the Trust Department quarters on 
the second floor and its services. Photo above is taken from 
brochure published by the bank, which devotes two pages to the 
trust department, commenting on its research library as well 
as private offices and conference rooms. 


An auditorium in the new building, capable of seating 120 
persons in alternately white and charcoal chairs, is designed not 
only for staff meetings, but for community art exhibits, programs 
and group meetings as well. The personnel cafeteria and lounge 
on the lower level includes both TV and library facilities. 


Dewling as an assistant general manager, and C. B. Havey 
as general counsel. 

MONTREAL—J. M. Wells, vice president and general man- 
ager of RoyaL TRUST COMPANY, appointed also a director. 
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MERGERS, NEW TRUST POWERS 
and CHANGE OF NAME 


Stamford, Conn. — Stockholders voted 
in favor of merging Bethel National 
Bank into the FAIRFIELD COUNTY TRUST 
Co. 

Washington, D. C.—MUNSEY TRUST 
Co. merged into UNION TrusT Co. of the 
DISTRICT OF COLUMBIA. All officers of 
Munsey Trust were reelected, the new 
position of senior vice president and trust 
officer given to J. Wesley Clampitt, Jr., 
and Willard G. McGraw named vice 
president and trust officer. 

Champaign, Ill. — Trust powers have 
been granted to CHAMPAIGN NATIONAL 
BANK and the new trust department is 
under the direction of Harold G. Bau- 
man, vice president and trust officer. 

East Chicago Ind. — First NATIONAL 
BANK, East Chicago, and UNION Na- 
TIONAL BANK of Indiana Harbor, con- 
solidated under the title of the former. 





TRUST OFFICER 


To head aggressive Trust Department 
with three employees including adminis- 
trative assistant. Must be experienced in 
estate planning and capable of producing 
new business. Growth potential excep- 
tional. Give full resume of experience 
and education, stating age, marital status 
and salary requirement. 


Box H-91-1, Trusts and Estates 
50 East 42nd St., New York 17 








TRUST INVESTMENT OFFICER 


Southwestern bank seeks Officer experi- 
enced in preparation and administration 
of investment programs for trusts, agen- 
cies, pension and profit sharing accounts, 
6%4 million dollar Common Fund. Cus- 
tomer contact important. Preferred age: 
35 to 45. 

Box H-91-4, Trusts and Estates 

50 East 42nd St., New York 17 








TRUSTMAN WANTED 


Young man with experience in trust ad- 
ministration wanted to head and activate 
trust department in $10,000,000 bank in 
New Jersey. 


Box H-91-2, Trusts and Estates 
50 East 42nd St., New York 17 








WANTED: TRUST OFFICERS 
TO LOCATE IN SOUTHERN CALIFORNIA 


Outstanding opportunities for experi- 
enced Trust Officers to join expanding 
Trust Department located in growing 
Southern California. Legal training pre- 
ferred, but not required. 


Write to arrange for personal interview 
in your community or at the Mid-Winter 
Trust Conference early in February. State 
age, experience and starting salary re- 
quirement. A recent small photo is re- 
quested. 

Personnel Department, Union Bank 
760 South Hill St., Los Angeles, Calif. 











St. Joseph, Mo. — Ronald M, Bush- 
man, trust officer, is in charge of the new 
trust department at MECHANICS BANK. 


Morristown 
& Madison, N. J.— 
Merger of Morris- 
TOWN TRUST CoO. 
and the F Irs? 
BANK & TRUST Co., 
Madison, has been 
approved under the 
new name of TRUST 
COMPANY OF Mor- 
RIS CoUNTY. Trust 
assets will exceed $72,000,000. George 
Munsick, Morristown president, remains 
in the same capacity at the new insti- 
tution, and all other personnel are re- 
tained. The main office will be at 225 
South Street, Morristown, and there will 
be eight branches. 


Newark, N. J. — FEDERAL TRustT Co. 
merged into the NATIONAL STATE BANK 
of Newark. 


Paterson, N. J. — First NATIONAL 
BANK & Trust Co. will become the First 
NATIONAL BANK OF PASSAIC COUNTY on 
March 7 after stockholders meet. In giv- 
ing approval the Comptroller of the Cur- 
rency pointed out that the change would 
be allowed since the records clearly show 
that First National was the first na- 
tional bank in the County. The bank 
operates 17 offices. 


New York, N. Y. — Boards of direc- 
tors of GUARANTY TRUST Co. and J. P. 
MorGan & Co. INC. approved plans for 
merger under the name of MORGAN 
GUARANTY TRUST COMPANY OF NEW 
York. Henry C. Alexander will be board 
chairman and chief executive officer, J. 
Luther Cleveland, chairman of the ex- 
ecutive committee; H. P. Davison and T. 
S. Lamont, board vice chairmen; and 
Dale E. Sharp, president. The merged 
institution will have total resources of 
approximately four billion dollars, mak- 
ing it the 4th in the United States. 

Rome & Utica, N. Y. — Merger of 
FARMERS NATIONAL BANK & TRUST CoO., 
Rome, First NATIONAL BANK, Herkimer, 
and First BANK & Trust Co. of Utica 
became effective, under the name of 
MARINE MIDLAND TRUST Co. OF MOHAWK 
VALLEY. Theodore Rokahr became chair- 
man and chief executive officer; G. Har- 
old Stark elected president and chief ad- 
ministrative officer; and all other First 
Bank officers continue unchanged. In the 
operation of the Rome and Remsen of- 
fices, Harold G. Castle was named vice 
president and associate trust officer. 

Hendersonville, N. C. — STATE TRUST 
Co. and NORTHWESTERN BANK have 
merged under the name of the latter. 
Present officers will continue. 

Cincinnati, Ohio — PROVIDENT SAv- 
INGS BANK & Trust Co. changed its 
name to PROVIDENT BANK. 

Lusk, Wyo. — Trust powers have been 
granted to STOCKMANS NATIONAL BANK. 
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Individuals seeking positions in trust 
departments may have free listing 
(maximum six lines). Responses to 
listings should be addressed to the 
Code number shown, care of “Trusts 
and Estates,” for forwarding to ap- 
plicant, The magazine cannot under- 
take to answer inquiries. 


Attorney, 39, with 10 years private 
practice specializing Federal taxes and 
estate planning, desires position 
trust department. 812-3. 

Attorney, 46, specialist in estate plan- 
ning, probate and real estate, seeks posi- 
tion in Southeast, preferably Florida 
east coast. 812-4, 

Attorney, 3 years experience in all 
phases of trust business as second in 
charge medium size midwest trust de- 
partment, seeks connection with progres- 
sive department with opportunity to in- 
troduce modern methods and _ business 
promotion ideas. Age 28. Will relocate. 
812-5. 

Young man, with 3 years experience 
as securities analyst for prominent New 
York City bank, desires opportunity in 
trust investment management. Will re- 
locate. 812-6, 

Assistant Trust Officer, B.A., 42, eleven 
years experience in administration, oper- 
ations, investments, accounting, taxes, 
and estate planning with large and med- 
ium size trust departments, seeks ad- 
ministrative or new business position. 
91-3. 

Law student, June 1959 graduate, with 
college background in finance and _ in- 
vestments, desires position with small 
or medium-sized trust department. Loca- 
tion no factor. 91-5. 

Attorney, 28, seeks Florida new busi- 
ness or administration opportunity. Ex- 
perienced in estate planning, administra- 
tion, profit sharing and pension trusts. 
91-6. 

Administrative accountant, with back- 
ground in taxes, investment portfolio 
management, and trading, real estate, 
groves, ranches, estate planning, desires 
wealthy family group. 91-7. 

Attorney, 33, seven years experience, 
principally in estate planning, tax, wills, 
trusts and probate with 25 man law 
firm, seeks position with trust depart- 
ment, insurance company, corporation or 
law firm. 91-8. 

Certified Public Accountant, executive 
assistant to leading businessman, experi- 
enced in all business matters, financial 
planning, trusts, wills and estates, de- 
sires position as assistant to individual 
or firm, 91-9. 

Trust Officer, 40, with probate prac- 
tice background and six years in 2il 
phases trust administration, estate plan- 
ning and new business solicitation, see :s 
responsible position in smal] or mediv” 
trust department. 91-10. 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


“The director who left obsolete direc- 
tions about his estate” in an ad from 
City National Bank & Trust Co., Chica- 
go, is in a bad way. He “has not changed 
his directions about his estate in his 
Will since 1947 The director’s 
lawyer and our trust officer have warned 
him that new tax laws have made some 
of his Will provisions needlessly costly. 
And he has been advised that family 
changes require new directions about 
income distribution . . . that his large 
investment holdings may be difficult to 
dispose of in his estate without financial 
sacrifice . that his cash-for-death- 
taxes problem may be acute . . . The 
director should see his attorney and 
trust officer now . . . So, perhaps, should 
ers 

. including all the profits from 
my Red Demon Buggy Whip factory” 
says the lawyer in an ad from Valley 
National Bank, Phoenix, Ariz. He is 
reading the will left by the father of 
the three young people before him. 
“You'd be surprised how many wills 
are hopelessly outdated,” the ad ob- 
serves, “We, ourselves, are constantly 
flabbergasted to find that many other- 
wise-astute businessmen have NO wills! 
An estate without a will is like a ship 
without a rudder .’ The reader, 
if he has not already made his will, is 
urged to “see an attoruey without de- 
lay.” 

“When you need a will most, it’s too 
late,” points out an ad from Savannah 
Bank & Trust Co. “A will is like life 
insurance .. . you hope you never need 
it. But the smart thing to do is to be 
ready...” 

“Was your will outdated on September 
1, 1958?” inquires a recent ad of 
Bankers Trust Co., New York. The text 
mentions the recent New York law 
liberalizing the duration of trusts (ef- 
fective Sept. 1, 1958) and advises that 
even recent wills may be affected by 
changes in laws, assets, family, state 
of residence, and the status of executor 
and witnesses. 

“A Living trust allows you to ‘Look 
before you leap’” states an ad from 
First & Merchants National Bank, Rich- 
mond, Va. The ad explains what a living 
trust is and its primary purposes, and 
continues “It enables you to observe 
our management of the fund, while you 
are still here to change or terminate, if 
yeu choose. It may help you decide 
whether to leave part or all of your 
estate in trust .. .” 


Jaxuary 1959 


“The evolution of an estate dollar” as 
presented in an ad from Boston Safe 
Deposit & Trust Co., shows that a 100- 
cent dollar belonging to a married cou- 
ple is never worth that much in the 
estate. The children may get 70-cent 
dollars, but under certain types of estate 
plan the value could be 85c or even 95c. 

“When you need legal advice, see a 
lawyer . . . Don’t rely on ‘back fence’ 
legal advice,” says an ad of First Na- 
tional Bank of Nevada, Reno. Two wo- 
men are pictured talking over the back 
fence, one younger, one older. “Advice 
from well meaning friends many times 
proves costly” the ad comments. 
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Booklets and Letters 


A booklet “for smaller businesses,” 
distributed by Union Commerce Bank, 
Cleveland, describes the operation and 
advantages of the bank’s Cleveland Gen- 
eral Trust for Employee Retirement 
Plans. Two employees can be covered 
and up to 2,000 or more. Each company 
determines its own benefits. A_ letter 
that accompanied the booklet pointed 
out that the trust is building annual pen- 
sions of $1,500,000 for those covered for 
which the participating companies are 
building a reserve of over $15,000,000. 
Life insurance coverage of $5,750,000 
has already been granted io participants 
without examination. 

“A checklist for husbands,” prepared 
by Fidelity Union Trust Co., Newark, 
N. J., notes the probability that a wife 
will outlive her husband and reminds 
the latter to prepare or revise his will, 
place emergency money in a separate 


account in his wife’s name, and inform 
her about insurance policies, Govern- 
ment and other benefits, family and 
business finances. He is reminded to 
prepare a memorandum for his wife 
about financial matters if she survives 
him, and to introduce her to a “special- 
ist qualified to act for her or advise 
her” in the management of the estate. 
The folder was distributed to share- 
holders and some 5,000 business people, 
with a covering letter, by President Roy 
F. Duke. 

“How can you leave an additional 
legacy to your grandchildren?” The an- 
swer to this question appears in a folder 
from First Trust Co., St. Paul. The 
folder explains how the estate owner 
can save the “second tax” and gives 
amount of savings by which the grand- 
child benefits under selected estate sizes. 
The text also points out the possibility 
of limited use of principal, a non-taxable 
power of appointment, trustee payments 
for the benefit of members of the family 
and appointment of the son as co-trustee- 

“The Pour-Over Will and Trust” pro- 
vide the subject for a recent issue of the 
monthly “Journal” published by Union 
& New Haven (Conn.) Trust Co. The 
subject is handled in close relation to 
life insurance proceeds and the old 
life insurance trust. A Connecticut 
statute permits the assets of an estate to 
be “poured-over” or added to an exist- 
ing trust. This makes it possible to have 
only one trust instead of two, and forms 
the background for the article. 

The compelling reasons for drawing a 
will are quoted from H. H. Romanoff’s 
article in Trusts and Estates (T&E, Jan. 
°58, p. 12) by Montreal Trust Co. in its 
latest issue of “Forethought” .. . “as 
compelling as the reasons why we should 
rather dispense our weekly earnings as 
we ourselves see fit, than have the State 
do it for us.” 


Forums 


“Logic and Emotion in Estate Plan- 
ning” was the topic of a December 6 
forum for the New Rochelle Bar Asso- 
ciation sponsored by First Westchester 
National Bank. The problem of “Moti- 
vating a Reasonably Prudent Man” was 
discussed by Dr. Francis F. Bradshaw, 
New York psychologist and management 
consultant. 

A A A 

@ With $1,038,305,159.58 in total re- 
sources at the 1958 year-end Republic 
National Bank of Dallas is the first 
in the South to achieve the billion-dollar 
rank. The bank is the 18th largest in 
the nation in capital and surplus and 
third operating under the unit banking 
system. 
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Exhibit B: Advice from London (Pro Forma) 


Dear Sirs, 


In accordance with your instructions we beg to advise 
you that our brokers have today effected the undermentioned 


PURCHASE on your behalf. 


For settlement :-2nd. December, 1958. 





Amount 


Security 





100 British Petroleum Company Limited 
Ordinary Stock @ 54/6 


Plus 
Commission 
Stamp Duty 


Contract Stamp 





E.&0.E. 


Registration Fee 


Blocked Sterling covered at $2.79 per £1 


£ 272. 10. 0. 


3. 
5. 


_ 


2 281. 


wa] 89 19 po 
es 








Exhibit C: ADRs Available For Foreign Investment* 


Company 
Algemene Kunstzijde Unie 
Allgemeine Elektricitaets - 
Ampol Exploration 
Ampol Petroleum 
Anglo-American Corp. 
Anglo Ecuador 
Associated Electric Inds. 
August Thyssen-Huette 
Badische Anilin - 
Bancroft Mines 
Beecham Group 
Blyvoor Gold - 
Boots Pure Drug 
Borax (Holdings) 
Bowater Paper 
British Aluminium - 
British American Tobacco 
British Motors - 
British Petroleum 


Br. So. Africa Burma Mines. 
_.-Petroleum 

_ Cigarettes 

_Mining Investments 
_Sewing Thread 
_Mining 


Burmah Oil 

Carreras Ltd. 

Central Mining & Inv. 
J. & PP: Coats. 
Consolidated Gold Fields 
Consolidated Tin 
Courtaulds - 

Crown Mines alam 
Daggafontein Mines 
DeBeers 

Decca Records Co. 
Deutsche Erdoel 
Distillers Co. Ltd. 
Dorman, Long 
Dortmund-Hoerder 
Dunlop Rubber 


Elec. & Musical Industries pee 


Farbenfabr. Bayer - 
Ford Motor, Ltd. 
Furness Withy 
Gaumont British —_ 
Gelsenkirchener Berg. 
General Electric Co, Ltd. - 
General Mining & Fin. 
Great Universal Stores 
Hadfields, Ltd. 
Hawker Siddeley - 
Ilseder Huette _._ 


Imperial Chem. Industries _ 


Imperial Tobacco - 


Johannesburg Cons. Inv. Co. 


Kloeckner Werke __. 


Lancashire Steel 
_.Petroleum 


Lobitos Oilfields —....... 


NN IAN 
Maneesmann — 


Industry 


_Textiles 


Electrical Equipment 
Petroleum 


Petroleum 


Mining Investments 
Petroleum 

Electrical Equipment 
Iron & Steel 


_Chemicals 


Mining 


_Drugs & Medicinals 


Mining 


wy Chemicals & Drugs 


Borax 

Paper Products 
Aluminum 
Tobacco 


_.Automobiles 


Petroleum 
Mining 


Tin Smelters 
Synthetic Fibres 


Gold Mining 
_Gold Mining 


Diamonds 
Music Records 


_.Oil & Coal Investments 


Alcoholic Beverages 


__Iron & Steel 
_Iron & Steel 


Rubber 

Electronics & Home Appliances 
Chemicals 

Automobiles 

Ship Owners 


Motion Pictures 


Iron & Steel 


Electrical Equipment 


Mining Investments 
Mail Order & Chain Stores 


_Steel Manufacturers 


Aircraft & Machinery 


_Steel 

-_Chemicals 

Tobacco 

Gold Mining Investments 


Iron & Steel 
Steel 





Photo by British Information Services 
A waiter looking down from his stand at London Stock Exchange. 
Numbers of members for whom he has messages are lighted on 

indicator above him. 





Company 
Marconi Internl. 
Middle Witswatersrand - 
Montecatini 
N’Changa 
Orange Free State Inv. 
Potgietersrust Platinum 
Randfontein Estates 
Rand Mines ___. 
Rheinische-Stahlwer ke 
Rhodesian Anglo-American 
Rhodesian Broken Hill 
Rhodesian Selection Trust 
Rhokana Corp. —_ 

Rio Tinto Co. Ltd. 

Roan Antelope 

Rolls Royce 

Royal Dutch “NY Shares” 
St. John delRey Mining 
Selection Trust 

Shell Tran. & Trad. (Amer.) 
Siemens & Halske 
“Simca” ; 

Singer Manufacturing 
Stanhill Holdings - 
Stewarts & Lloyds - 

Sub Nigel - eee 

J. Summers & Sons =n 
Swears & Wells 
Tanganyika Concession - 
Date & Lyle 
Tobacco Securities Trust - 
Ultramar 


Unilever Ltd. & Unil. N.V... 


Union Corp. Ltd. 

Union Miniere 

United Molasses _____ 
United Steel rianeeel 
Vickers Ltd, _____ 
Virginia Orange FS. 
Welkom Gold - 

West Driefontein - . 


Marine __ 


Industry 


Communications 
Gold Mining 
Chemicals 
Copper Mining 
Gold Mining 


-Platinum 
-Gold Mining 


Gold Mining 

Coal, Iron & Steel 
Copper Mining 
Non-ferrous Metals 
Copper Mining 
Copper Mining 
Mining Investments 
Copper Mining 
Autos, Aircraft Engines 
Petroleum 

Mining Investments 
Investment Co. 


Petroleum 


Electrical Equipment 
Automobiles 

Sewing Machines 
Australian Hotels 
Iron & Steel 

Gold Mining 

Iron & Steel 


-Furniture 

Copper Mining 
_...Food Products 

-Tobacco Investments 
Petroleum Investments 
Food & Chemicals 
_.Gold Mining 

.Copper, Uranium, Cobalt 


Syrups 


__Iron & Steel 
_. Aircraft, Shipbuilding, Steel 
Gold Mining 
-_...Gold Mining 
_............. Gold Mining 
Western Stockholders _. 


Investment Co. 


West Rand Consolidated _._Gold Mining 


West Rand Invest. Trust __ 


Woolworth Ltd. 


_Investment Co. 
_Chain Stores 


*List furnished by courtesy of Model, Roland & Stone, members of New York Stock Exchange. 
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Stock Transfer Agents Meet 


At the Annual Conference of New 
York Stock Transfer Association held 
December 6, emphasis was on _ the 
changes in federal stock transfer tax 
procedures by the “Excise Tax Tech- 
nical Changes Act of 1958” and the 
proposed and adopted legislation with 
respect to the simplification of fiduciary 
security transfers. 

Joseph E. Williams, vice president, 
The Chase Manhattan Bank, who as 
Chairman of the Association welcomed 
over 200 transfer officers of major cor- 
porations and banks located throughout 
the United States and Canada, discussed 
the problems which will be presented to 
stock transfer agents because of the 
adoption of the new tax law, and inso- 
far as he was able in the absence of 
regulations and rulings from the In- 
ternal Revenue Service, answered ques- 
tions posed by the members. 

William J. Neil, 2nd vice president, 
Guaranty Trust Co. of New York, re- 
viewed the proposed “Uniform Act for 
Simplification of Fiduciary Security 
Transfers.” He was followed by Elliot 
G. Kelley, assistant vice president, Old 
Colony Trust Co., Boston, who dis- 
cussed in detail the “Massachusets Uni- 
form Commercial Code.” 

William J. Rieber, Chairman of the 
Standardization Committee of the As- 
sociation, conducted a question and 
forum. A show of hands indi- 
cated the unanimous desire of the mem- 
bers that this popular feature be held 
next year as a separate morning session. 


answer 


A AA 


Reports on Trust Fees and 
Uniform Practices 

A Study of Fees, prepared by its 
Uniform Practices Committee, was pre- 
sented at the 1958 Fall Conference of 
the Alabama Bankers Association Trust 
Division. No attempt was made to pro- 
pose adoption of fee schedules by agree- 
ment, but suggested fees for the various 
trust department services were con- 
tained in the printed Study. 


A second printed report offered by 
committee chairman Guy Faulk, Jr., 
president and trust officer of Merchants 
National Bank, Mobile, contains studies 
and recommendations from committee 
menibers on the following subjects: Pay- 
ing of Bonds and Coupons; Forms of 
Bonds and Coupons; Retention and 
Destruction of Old Records; Differen- 
liating Between Safekeeping, Custodian 
and Managing Agency Accounts and 
Cha ges for These Services. 


January 1959 


Silver Anniversary of 
New England Trust Conference 


The 25th New England Trust Con- 
ference was held at Boston on Decem- 
ber 12 featured as its dinner speaker 
Secretary of Agriculture Ezra Taft Ben- 
son. 

The program included an address 
“Calling the Signals in Estate Planning,” 
by James E. Gelbert, C.P.A., with Ly- 
brand, Ross Bros. & Montgomery, and 
a discussion of the Connecticut deci- 
sions involving the alleged unauthorized 
practice of law by trust companies, by 
Reese H. Harris, Jr., executive vice 
president of The Hanover Bank, New 
York. 

A panel moderated by John Lowell, 
vice president of Boston Safe Deposit 
and Trust Co., considered the general 
business outlook, money rates and trust 
investments. Participants, all from the 
host city, were Henry G. Brooks, Jr., of 
New England Trust Co., Dorothy A. 
Brown of Boston Safe Deposit and Trust 
Co., Raymond N. Olsen of National 
Shawmut Bank, and John G. Cushman 
of Old Colony Trust Co. 


A A A 
TRUST SOLICITOR TRAINING COURSES 


Kennedy Sinclaire, Inc., trust advertis- 
ing and sales training firm, will hold its 
38th Personalized Estate Planning and 
Sales Training Course at the home office 
in Montclair, N. J., March 9-20. The 
138th Trust Sales and Estate Planning 
Seminar will be held April 27-30 in New 
York at Hotel Manhattan. 


Fiduciary Associations Elect 


Associated Trust 
Companies of Cen- 
tral California: 
President: Edwin 
McInnis, vice 
president, trust 
department, 
Bank of Amer- 
ica, San Fran- 





EDWIN MCcINNIS 


cisco 
Vice President: 
Woodrow Denny, trust officer, First 


Western Bank 
Sec.-Treasurer: John Sagrafena, assist- 
ant trust officer, Pacific National Bank 


Trust Section, North Carolina Bankers 
Association: 
Chairman: Robert N. Rosebro, trust 
officer, Citizens National Bank, Gastonia 
First V.Chm.: J. Bruce King, vice 
president and trust officer, Branch Bank- 


ing & Trust Co., Wilson 
Second V.Chm.: Claude L. Batkins, 
vice president and trust officer, Guil- 


ford National Bank, Greensboro. 
Sec.-Treas.: Ralph P. Hardee, trust 
officer, Guaranty Bank & Trust Co., 
Greenville | 
A AA 
IN MEMORIAM 


PAUL BLOUNT, vice president and trust 
officer of COMMERCIAL NATIONAL BANK 
& Trust Co., Laurel, Miss. 

PHILIP W. SEYFARTH, vice president 
and trust officer of First NATIONAL 
BANK of Blue Island, Il. 

ALFRED S. THORWALDSON, assistant vice 
president and trust officer of First Na- 
TIONAL BANK of ee 
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One of the world’s finest resorts offers every facility and 
‘activity-swimming, tennis, boating and salt water fishing ~ 
. 18-hole championship golf course at ae 
‘nightly i in the beautiful Riverside Room . 
-organized activities and entertainment. | 
Choice of American or European Plan. 








. dancing ~ 
. social director 


COMPLETE FACILITIES FOR GROUPS AND CONVENTIONS 


On Wilmington 
Island near 
ba historic 


SAVANNA 


LOYD ‘BUMPAS, 
General Manager 


GEORGIA 


Write today for FREE illustrated Brochure or see your Sc revel Agent 
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PARKE-BERNET 
GALLERIES, Inc 


980 MADISON AVENUE 
NEW YORK 21 


SPECIALISTS IN THE 
LIQUIDATION OF ART 
LITERARY AND OTHER 
PERSONAL PROPERTY 

AT PUBLIC AUCTION 


From 


Distinguished Sources 
AND 


PARKE-BERNET - Inc 


MACHINERY, SURPLUS a 
REAL ESTATE DIVISION 


A Subsidiary 


For Public Auction Sales 
throughout the United States 
of all types of industrial prop- 
erties, products, materials, 
government surplus, real 
estate, etc. 


Write for information 
regarding the Parke-Bernet 
method of selling personal or 

industrial properties at 

public auction. 














COMPLETE 
FIDUCIARY 


SERVICE 


"UNION PLANTERS 
NATIONAL BANK § 


ESTABLISHED 1869 


Memphis, Tennessee 


Member Federal Deposit 
Insurance Corporation 














CLINTON H. CRANE, former president 
and chairman of St. Joseph Lead Co., left 
his books of account, records, documents, 
correspondence and other papers, works 
of art, guns, automobiles, yachts, house- 
hold furniture, silverware, wearing ap- 
parel and other articles of tangible per- 
sonal property to his wife; together with 
stock and securities of 78th & Park 
Corporation and any leases from said 
corporation; real property at Lake 
Wales, Florida; and $200,000 in cash. 

Household employees who remain in 
his wife’s service until her death are be- 
queathed a sum equal to two months’ pay 
for each year of employment. The resid- 
duary estate was directed to be divided 
into four equal parts, one to be paid 
to the testator’s son-in-law, and the re- 
maining three to be held in trust for the 
benefit of grandchildren until each 
reaches the age of 21 years. 

J. P. Morgan & Co., Incorporated was 
appointed an executor and trustee, with 
Mrs. Crane as co-executor and the son- 
in-law as co-trustee. 


JACK F. CHRYSLER, son of the founder 
of the Chrysler Corp., appointed the 
Hanover Bank of New York as co-ex- 
ecutor and co-trustee with his wife and 
a friend. A choice of all portraits of 
Mr. & Mrs. Walter P. Chrysler was 
given to a son and daughter, respective- 
ly, the remainder of such portraits to be 
chosen by lot by the testator’s children. 

To his wife, Mr. Chrysler bequeathed 
all remaining works of art, household 
furniture, automobiles, jewelry, and arti- 
cles of personal adornment. He also ex- 
ercised in his wife’s favor three powers 
of appointment given to him by his 
father. The trust funds subject to these 
powers were conveyed to the _ testa- 
mentary trustees, net income therefrom 
to be paid to Mrs. Chrysler during her 
lifetime and at her death the principal 
to be paid to the testator’s issue per 
-stirpes. 

One half of the estate passing under 
the will, after the payment of funeral 
and administrative expenses and exclud- 
ing any appointed property, “as the 
same shall be valued for purposes of de- 
termining Federal estate tax on my 
estate” was left in trust for the wife’s 
benefit, the trustees being directed to 
pay her $100,000 outright and to pay or 
apply the net income from the residue 
for her benefit during her lifetime, to- 
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gether with $25,000 annually out of the 
principal of the fund. Any balance re- 
maining at Mrs. Chrysler’s death is to 
be distributed according to her testa- 
mentary directions. 

A trust of $100,000 is established for 
the testator’s mother-in-law, net income 
being payable to her annually, and at 
her death the principal to be distributed 
to testator’s lawful issue per stirpes. 

The residuary estate is also left in 
trust, to be divided into as many equal 
shares as there are children, living and 
deceased. The share of any deceased 
child is to be paid out to his or her law- 
ful issue, per stirpes. Shares of each 
living child are to be held in trust, and 
net annual income paid during the life 
of the beneficiary of each trust, with dis- 
tribution of one-third at the then market 
value at age 25, one-half at age 30 and 
the entire balance at age 35. 


CHARLES JOHN WHIPPLE, Board chair- 
man of the hardware firm, Hibbard, 
Spencer, Bartlett & Co. and former presi- 
dent of the Chicago Board of Education, 
appointed his wife and The First Na- 
tional Bank of Chicago as Trustees and 
the bank as executor under his will. His 
estate, estimated at $400,000, was left 
to his wife; all tangible personal proper- 
ty and all the testator’s stock of The 
First National Bank of Chicago being 
bequeathed to her outright and the bal- 
ance left in trust for her benefit. The 
trust income is impressed with an an- 
nual charge of $600, payable monthly to 
a sister of the decedent, so long as she 
lives, In the event the sister survives the 
widow, a sufficient sum is to be set aside 
to continue these payments, principal to 
be invaded if necessary. On her death the 
sum remaining is to be divided equally, 
as is the main trust corpus on the 
widow’s death, between the testator’s 
son and daughter. 


Other corporate fiduciary appointments: 

IRVING McKEsSSON, drug industry eX- 
excutive, whose grandfather co-founded 
McKesson & Robbins, Inc. in 1833: The 
Bank of New York, executor. 

GEORGE H. RICHARDS, senior vice 
president and director of Celanese Cor- 
poration of America: National “tate 
Bank, Newark, N. J., co-executor. 

Roy C. McKEsson, chairman of Yana- 
dium-Alloys. Steel Co.: Commonwealth 
Trust Co., Pittsburgh, .trustee. 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 
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ESTATE TAX 


Deduction for support payments. Pur- 
suant to separation agreement, incor- 
porated into subsequent divorce decree, 
decedent was obligated to pay his for- 
mer spouse $40 per week as long as 
she remained unmarried and their son 
had attained 21 years of age. Further, 
such payments were to be charge on de- 
cedent’s estate should he predecease her. 
For approximately year after decedent’s 
death, former spouse was paid $40 per 
week, a total of some $2,080. Ad- 
ministrator of estate claimed deduction 
of $27,058, representing present value 
of estate’s liability as determined by 
actuarial computations. Commissioner 
limited deduction to amount actually re- 
ceived by spouse. 

HELD: For estate. Obligation of sup- 
port, in which possibility of remarriage 
is computable factor, can be valued as 
of decedent’s death. Value of such obli- 
gation, rather than amount actually paid, 
represents deduction for estate tax pur- 
poses. Est. of C. A. Shively v. Comm., 
17 TCM No. 196, Nov. 26, 1958. 


Insurance proceeds includible in estate 
where decedent reserved right to change 
beneficiary. Under employer’s pension 
plan, decedent-participant was named as 


insured under two retirement income 
policies. Policies provided for month- 
ly life income upon retirement and 


for death benefit in event of death prior 
to retirement. Decedent had right to 
change beneficiary in conjunction with 
Pension Committee and Trustee. While 
policies were still in force “reserve 
fund,” accumulated from premium pay- 
ments made on policies, was established 
by insurance company. On decedent’s 
death, full benefits were included in es- 
tate return. Widow later instituted action 
for refund on ground that amount in 
reserve fund represented deferred com- 
pensation and should be used to offset 
amount of life insurance proceeds sub- 
ject to estate tax. 

HiLD: For Commissioner. Right re- 
Served in decedent to change beneficiary 
is sufficient incident of ownership to re- 
quir: entire proceeds of policies to be 
taxable in estate. No deferred compen- 
sation due decedent was received by 
Widow. Upon death, life insurance pro- 
ceed. were paid and rights to receive re- 
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tirement income payments under policies 
ceased. M. Altschuler v. U. S., D.C. 
W.D. Mo., Sept. 23, 1958. 


Charitable deduction allowed for resid- 
uary bequest to “benevolent” corporation 
to be formed. Decedent left residue of his 
estate to corporation to be “created, man- 
aged and operated exclusively for re- 
ligious, educational, charitable or be- 
nevolent uses.” Commissioner disallowed 
charitable deduction and asserted de- 
ficiency. Estate sued for refund. 


HELD: For estate. Expressed inten- 
tion was to create corporation which 
should receive fund and income there- 
from, and such new corporation was to 
be operated for general charitable pur- 
poses. Where gift is to be used for char- 
ity, exemption is not destroyed by use 
of word “benevolent.” Rosamond Gifford 
Charitable Corp. v. U. S., D.C. N.D., 
N. Y., Dec. 9, 1958 


INCOME TAX 


Basis of property held as tenants by 
the entirety. Taxpayer and her deceased 
husband had been owners, as tenants by 
the entirety, of certain improved real 
estate which had cost $159,029. When 
husband died on December 26, 1953, fair 
market value of property was $650,000. 
Taxpayer claimed she was entitled to 
increased basis for depreciation of im- 
provements in computing her 1954 in- 
come tax return. Tax Court denied claim. 


HELD: Tax Court sustained. Since 
taxpayer acquired her interest by vir- 
tue of deed and not by bequest, devise, 
or inheritance under decedent’s will, un- 
der 1939 Code she cannot use fair mar- 
ket value as basis. Under section 1014 
of 1954 Code, survivor is entitled to 
stepped-up fair market value basis for 
depreciation, only if co-tenant died after 
December 31, 1953. Court rejected tax- 
payer’s argument that cost basis is re- 
determinable each year under provisions 
of then applicable law. Since Congress 
did not specifically provide for redeter- 
mination of previously fixed cost basis, 
taxpayer here is not entitled to stepped- 
up basis on improvements. A. M. Faraco 
v. Comm., 4th Cir., Nov. 3, 1958. 


Basis of property acquired in com- 
munity. In 1948, taxpayer and her hus- 
band elected to come under provisions of 





Oklahoma Community Property 
Later in that year, they purchased 
property at cost in excess of $25,000, 
and took title as joint tenants, At hus- 
band’s death, five years later, fair mar- 
ket value of property was $75,000. One- 
half of this amount was included in de- 
cedent’s gross estate for estate tax pur- 
poses. Property was sold shortly there- 
after for $75,000, and taxpayer, in her 
individual capacity and as executrix of 
her husband’s estate, reported gain on 
sale and paid taxes thereon. She later 
instituted suit for refund on ground 
that basis of property for gain or loss 
was $75,000, and, therefore, no gain was 
realized. _ 


law. 


HELD: For taxpayer. Fact that prop- 
erty was conveyed to taxpayer and her 
husband as joint tenants did not pre- 
vent property from being community 
property under Oklahoma law. Tax- 
payer’s property rights must be deter- 
mined under local law. Since under such 
local law, property sold had been ac- 
quired by bequest, devise, or inheritance, 
basis is to be determined with reference 
to fair market value at time of decedent’s 
death. Since this was $75,000, no capital 
gain was realized. J. McCollum et al., v. 
U. S., D.C. N.D. Okla., Nov. 12, 1958. 


GIFT TAX 


Future interests in trusts not entitled 
to annual gift tax exclusion. Donor cre- 
ated six irrevocable trusts for benefit of 
minor grandchildren. Each provided that 
income or principal, or both, could be 
used at any time it may be needed for 
support, comfort or education of bene- 
ficiary. Such payments were to be made 
to parent of beneficiary upon written re- 
quest of grantor, and in event he were 
not living, at discretion of trustee, Com- 
missioner disallowed annual exclusions 
claimed against gifts. Tax Court upheld 
Commissioner. 

HELD: Tax Court sustained. Inter- 
ests of beneficiaries both in corpus and 
income were future interests against 
which annual exclusions are not allow- 
able. Since payments were to be made 
upon written request of grantor, or, if 
he were not living, at discretion of 


trustee, beneficiaries received no present 
enjoyment of any ascertainable portion 
of trust income or corpus at moment of 
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gift. G. M. Street v. Comm., 5th Cir., 
Dec. 9, 1958. 

Beneficiary’s right to terminate trust 
does not deprive donor of gift tax ex- 
clusion. Donors made gifts of stock in 
trust, which provided for equal life in- 
terests in trust income for donor’s adult 
children. Trust could be terminated by 
unanimous consent of trustees and all 
then living children of donors, which in- 
cluded beneficiaries who had received 
life interests. Commissioner agreed that 
interests of beneficiaries were present 
interests, but denied annual exclusions on 
ground that interests were not suscept- 
ible of valuation because of termination 
provision. 

HELD: For taxpayer. Annual exclu- 
sions are allowable. Since unanimous 
consent was required for termination, 
each named beneficiary had power to 
veto any termination. Values of ‘life in- 
terests should be computed by use of 
prescribed actuarial tables, without re- 
gard to termination provisions. J. J. 
Newlin v. Comm., 31 T.C. No. 46, Nov. 
28, 1958. 


REVENUE RULINGS 


Estate Tax: Alternate valuation of 
property whose status changes. Where 
election is made to use alternate valu- 
ation, estate assets are to be valued as 
of one year after death, unless property 
was “distributed, sold, exchanged or 
otherwise disposed of,” within that one 
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year, in which event it is to be valued 
as of date of such disposition. 

Service has set rules for following 
types of transactions: 

(1) Stock rights which have been 
sold are to be valued on basis of pro- 
ceeds of sale. 

(2) Stock rights which have been 
exercised are to be included on basis of 
reduction which they effect in purchase 
price of stock. 

(3) Stock dividends which have been 
received at any time during year fol- 
lowing decedent’s death are to be in- 
cluded at full value as of valuation 
date. 

(4) Insurance proceeds payable un- 
der an installment option are to be val- 
ued as of decedent’s death. 

(5) Mortgages are to be included 
at their value as of one year after death, 
plus any amounts paid in reduction of 
principal during that year. Rev. Rul. 
58-576, IL.R.B. 1958-47, p. 8. 


Income Tax: Reversionary interest of 
grantor’s estate in short-term trust. 
Grantor, age 71, transferred securities to 
irrevocable trust. Trust was to terminate 
upon death of grantor or expiration of 
10 years and one month, whichever event 
last occurred. During period, net income 
was payable to designated beneficiaries 
other than grantor. Life expectancy of 
grantor was 9.45 years. 

Service rules that grantor is not con- 
sidered to be owner of portion of 
trust for purposes of Section 673 of 
1954 Code, merely because reversionary 
interest in such portion passes to his 
estate in event of his death prior to ex- 
piration of ten years, where estate can- 
not possess or enjoy property until ex- 
piration of ten years. Rev. Rul. 58-567, 
L.R.B. 1958-47, p. 12. 


Income Tax: Treasury to follow Casale, 
Sanders v. Fox, and Prunier decisions, 
Internal Revenue has announced it will 
follow decisions of United States Court 
of Appeals in above cases. In each the 
appellate courts ruled that payment 
of premiums by corporation on insur- 
ance contract on life of employee-share- 
holder, in which corporation possessed 
rights of ownership, did not result in 
taxable income to insured. Tech. Info. 
Rel. No. 115, Dec. 8, 1958. 


Income Tax: Charitable deduction un- 
der life-income contract with educational 
institution. Donor transferred property 
to educational institution to be held in 
irrevocable trust, income therefrom to 
be paid to grantor for life, and to sec- 
ondary beneficiary for life if one sur- 
vives grantor. Upon death of last sur- 
vivor of grantor and secondary benefi- 
ciary, principal and any undistributed 
income are to become part of general 
funds of educational institution. 


Service holds that grantor is entitled 
to charitable deduction for present value 
of remainder interest. Grantor will not 
realize gain or loss upon transfer even 
though property has appreciated in value 
since its initial acquisition by grantor. 
Since he has retained life interest in 
income of trust, current net income will 
be taxable to him, except to extent that 
such income consists of tax exempt in- 
terest. Capital gain on sale of trust 
property will not be available to grantor, 
if added to corpus for future distribu- 
tion to remainderman, but will be in- 
cludible in gross income of trust. Trust 
will be entitled to charitable deduction 
for any capital gain paid or permanently 
set aside for use of educational institu- 
tion. Spec. Rul., Mar. 12, 1958. 
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Cautions on Estate Tax 
Instalment Privilege 


The new provisions of the Federal 
estate tax law, which permit the payment 
of estate taxes on closely held business 
interests in instalments over a ten year 
period, may afford relief for desperate 
cases and prevent a sale of a family busi- 
ness at a loss or a merger, but planning 
before death to provide the money for 
estate taxes is still imperative, warned 
Robert F. Spindell in an address before 
the Chicago Chapter of Chartered Life 
Underwriters. Not only must 4% per 
annum interest be added to the instal- 
ments, but the instalment privilege would 
end if 50% or more of a decedent's 
business interest was sold or withdrawn, 
Mr. Spindell observed. Would it not be 
better, he asked, to set aside funds cur- 
rently and systematically for this pur- 
pose while the client is on the scene to 
earn funds for clearance costs 
than to rely on the surviving family 
members or the successor management 
of the closely held business? Failure to 
provide money for death taxes is tanta- 
mount, he said, to leaving a heavy mort- 
gage on the family assets. Depending on 
the agent of the estate owner when the 
plan is started only 3% to 6% of the 
estate liability need be set aside each 
year — in life insurance premiums — 
with the knowledge that the protection 
plan would be self-completing at death. 

Moreover, clients should not be lulled 
into a false sense of security, because the 
only portion of the tax that can be 
deferred under this instalment plan is 
the portion attributed to the business in- 
terest there is 


estate 


and some question 
whether any corporate funds can be 
made available for instalment payments 
after the three year and ninety day 
period for making redemptions under 
Code Section 303 has expired. 

Mr. Spindell declared that Section 
303, which permits partial redemption 
of a stock of a closely held corporation 
to pay death taxes without the danger 
of the payment being construed as a tax- 
able dividend, is still by far the best way 
to provide tax money and estate clear- 
ance costs for stockholders of closely 
held corporations. The necessary cash 
for the stock redemption can come from 
insurance on the life of the deceased 
shareholder. 

Mr. Spindell also pointed out the ad- 
Vaniages of the new “Supplement S” 
Which permits certain corporations to 
elect to be taxed as a partnership or sole 
pro} rietorship. Among these were profit- 
sharing, pension and insurance benefits 
for the stockholders, including group 
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life, accident and health, sick pay and 
salary continuation plans. 

Mr. Spindell emphasized the necessity 
of close cooperation between a client’s 
attorney, life underwriter, and account- 
ant in determining whether a sole pro- 
prietor or partnership would find it 
profitable and desirable to make this 
election. Some of the requirements are 
as follows: 

1. There must be ten or less share- 
holders; 

2. The shareholders must be indi- 
viduals or the estate of an individual 

(not trusts) ; 


3. All of the stock must be common 
stock (only one class permitted) ; 





4. The election is automatically re- 
voked if more than 20% of the gross 
receipts of the corporation consists of 
dividends, interest, royalties, rents, or 
capital gains. 


Some of the advantages are: 


1. The individual shareholders are 
taxed annually and there is no ad- 
ditional] tax on the shareholders when 
the earnings are eventually distri- 
buted. 

2. No tax on the income is ever in- 
curred by the corporation. 

3. Operating losses of the corpora- 
tion can be taken into account by the 
shareholders individually when filing 
their Federal income tax returns. 
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Transfer of Stock 


FRANCIS T. CHRISTY. Baker, Voorhis & 
Co., Mount Kisco, N. Y. (2 vols. $50.). 


Mr. Christy has been widely acknowl- 
edged as a past master of the law and 
practice, and in his case one might say 
the art, of stock transfers. His work first 
appeared in 1929, and was immediately 
recognized as an authoritative, reliable 
and most complete presentation. This 
third edition continues the high stand- 
ards, the thoughtful commentary and 
careful organization of the earlier ones. 

The statutes and decisions of all states 
and territories, as well as those of the 
Canadian provinces, are broken down in- 
to 27 chapters on as many aspects of 
stock transfers. Taxes on the original 
issue and transfer of stock, as well as 
inheritance tax waivers are fully ex- 
plained, with schedules of the tax rates. 
New material in this edition includes dis- 
cussion of investment clubs, joint tenan- 
cies and the administration of small 
estates without probate proceedings. Al- 
so, the appendices have been expanded 
from four to six, and now take in the 
exemption statutes, legislation on gifts 
of securities to minors, and Article 8 
of the Uniform Commercial Code. 

Forms are included wherever the law 
and practice make it expedient, e.g. in 
the appendix covering rules of the New 
York and American stock exchanges. 
There is also a separate set of 32 forms 


*See also page 41. 


for stock issuance and transfers, such as 
provisions for corporate by-laws, lost or 
stolen certificates, the appointment of 
transfer agents, assignment and _ in- 
demnity agreements. The format of the 
work is also new, being that of looseleaf 
binders, with subject index tabs for 
ready reference. 

Inasmuch as Mr. Christy deals with 
every aspect of the duties and responsi- 
bilities of those individuals who may be 
involved in the issue and transfer of 
stock, attorneys, corporation and their 
transfer agents, brokers, bankers, and 
fiduciaries will find this work a highly 
competent guide. 


Effect of Tax Policy on Executive 
and Worker Compensation 

Tax Institute, Inc., 457 Nassau St., Princeton, 

N. J. (80 pp. $4.). 

This first volume in the Tax Insti- 
tute’s proposed series on “The Impact 
of Taxation on Management Responsi- 
bility” considers the controversial ques- 
tion of the relationship between taxes 
and executive and worker compensation. 
A panel of 18 participants met in a one- 
day seminar in Princeton to explore the 
basic issues and consider recommenda- 
tions. The revised and edited transcript 
of this seminar, together with a sum- 
mary of the discussion, is published in 
this volume. 

Among the topics covered are: the 
types of compensation arrangements; 
the extent to which these plans insulate 
management against high taxes; the ef- 
fect on executive and worker mobility; 
the question of whether the tax burden 
has been shifted to persons other than 
corporate employees; the possible con- 
flict between the interests of owners and 
management; the desirability of extend- 
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ing the tax advantages of deferred co: 
pensation plans to the self-employed 
the wisdom of Treasury regulations on 
expense deductions; the possibility of 
reducing tax rates; the feasibility of in- 
come averaging. 


ARTICLES 


The Use of Graphs in Estate Plan- 
ning 
RALPH R. NEUHOFF. Washington University 
Law Quarterly, Vol. 1958 No. 4 (St. Louis). 


Extraordinary savings in estate taxes 
may be achieved by lifetime gifts. How- 
ever, the point where such gifts will 
cost more, instead of less, in taxes, must 
be worked out with accurate calculations. 
Substituting disciplined reckoning for 
guesswork, Mr. Neuhoffi has devised a 
system of tables, and graphs — the first 
time so far as we know, that such cal- 
culations have been prepared for dif- 
ferent situations. His article contains a 
number of these tables and graphs, with 
ample explanation of their application 
in solving the problem of determining 
the advisable size of an inter vivos gift 
for the purpose of taking advantage of 
available tax savings. 


Proposed Virginia Estate Tax 
TOY D. SAVAGE, Jr. Virginia Law Review, 


October, 1958 (Charlottesville, $2.). 


A resolution of the Virginia State Bar 
Association proposing the abolition of 
that State’s inheritance and gift tax 
laws constitutes the subject of this arti- 
cle. The resolution included recommenda- 
tions for the adoption of a new Estate 
Tax Law. 


Checklist for Probate Administration 


JOHN P. BYRON. The Practical Lawyer, 
November, 1958 (133 S. 36th St., Philadel- 
phia 4, $1.25). 
Proper budgeting and spacing of the 
attorney’s time, between the successive 
steps in the administration of an estate, 
will prevent the accumulation of work 
and the omission of essential procedures. 
This article outlines a chronological 
statement of each successive step, from 
date of death to termination of ad- 
ministration, with requisite time indi- 
cated for each procedure. Although 
based upon Minnesota practice, the 
reader will find it easily adaptable to his 
needs in other jurisdictions. 


Gift Tax “Traps” in Trusts for Chil- 
dren 
AUSTIN FLEMING. Illinois Bar Journal; 


November, 1958 (424 So. Second St., Spring- 
field, $1.). 


Parents and grandparents who wish 
to postpone distribution of trust esiates 
until the beneficiaries attain the r°la- 
tively mature ages of 25, 30 or 35 
years, are shown how to do so by “I. 
Austin. In his usual precise and p ‘hy 
style, he demonstrates how “alterna! ve 
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trusts may be established without sacri- 
ficing the statutory advantages of the 
section 2503(c) “exclusion trusts.” He 
outlines several precautions to be noted 
in drafting the alternative type trusts. 


Attribution of Stock Ownership in In- 
ternal Revenue Code 

FRED M. RINGEL, STANLEY S. SURREY 

and WILLIAM C. WARREN. Harvard Law 

Review, December, 1958 (Cambridge, Mass., 

$1.50). 

There is an assumption, in certain 
given situations, that stock owned by 
a wife is attributable to the taxpayer- 
husband. This assumption of construc- 
tive ownership, or attribution, of stock 
among members of a family has been ex- 
tended over the years to other relation- 
ships; as for example, to members of a 
partnership, participants in a joint ven- 
ture, and to corporations. A maze of 
artificial rules has thus developed af- 
fecting substantial substantive rights and 
interests. This article first examines the 
stock attribution rules affecting the basic 
types of attribution relationships, such 
as those already indicated, and also 
stock owned by trusts, estates. “Back 
attribution,” “sidewise attribution” and 
options are also discussed. Considera- 
ation is then given to the various sub- 
stantive sections of the Code which 
utilize these rules. In the concluding 
portion of their article, the authors ex- 
amine suggestions for the improvement 
and simplification of the attribution 
rules. 


Quest for Tax Equality for Private 
Pension Plans: A Short History of 
the Jenkins-Keogh Bill 
LESLIE M. RAPP. Tax Law Review, Novem- 


ber, 1958 (40 Washington Square So., New 
York 3, $2.50). 


Retirement plans for the self-employed 
have been the subject of study and de- 
bate, in and out of Congress, for the 
past 138 years. Mr. Rapp comments on 
the various forms these plans have taken, 
including the one he thinks is most likely 
to succeed, viz., the Jenkins-Keogh bill. 
He compares the provisions of the lat- 
ter bill with legislation enacted in Can- 
ada, Britain and New Zealand in 1957, 
Whereby similar plans were put into ef- 
fect in those three countries, 


The Short-Term Trust — A Respect- 
able Tax-Saving Device 
HARRY YOHLIN. Tax Law Review, Novem- 


ber, 1958 (40 Washington Square So., New 
York 3, $2.50). 


“Spectacular” tax savings may be re- 
Sspectably achieved through proper use 
of ‘he short term trust. Technicalities 
and complexities of the statutory pro- 
Visions and rules governing the various 
uses of these trusts require expert legal 
dra‘tsmanship. Mr. Yohlin states and ex- 
amines all the foregoing, and demon- 
stra es how the inclusion or omission of 
4c ucial power or provision may entail 
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grave risks to the security of family 
interests. 


Liability of Life Insurance Benefici- 
ary for Insured’s Income Taxes — 
Postscript on Supreme Court’s De- 
cisions in Stern and Bess Cases 
MARCUS D. GRAYCK. Tax Law Review, 


November, 1958 (40 Washington Square So., 
New York 3, $2.50). 


In cases where the Commissioner of 
Internal Revenue seeks to attach the 
proceeds of life insurance to satisfy in- 
come tax liability of the deceased in- 
sured, beneficiaries may draw com- 
fort from the decisions noted above. The 
author analyzes the cases and has sug- 
gestions, in the way of advice, for bene- 
ficiaries seeking to avail themselves of 
the results in the Bess and Stern cases. 
It is indicated, however, that Congress 
will no doubt correct the situations dis- 
cussed by remedial legislation. 


Impact of Recent Statutory Adoption 
of “Wait and See” Principle on 
Common Law Rule Against Per- 
petuities 


OWEN TUDOR. Boston University Law Re- 
view, Fall, 1958. 


In recent years there has been a wave 
of statutory reform of the common law 
Rule against Perpetuities. The object has 
been to alter some of the specific con- 
spicuous defects of the common law rule, 
and particularly to modify the require- 
ment of absolute certainty of vesting 
from the creation of the interest. The 
effect of the so-called “Wait and See” 
principle of recent statutes is examined 
by Mr. Tudor, who is co-author with W. 
Barton Leach of “The Rule Against Per- 
petuities.” 


Election of Illinois Law by a Non- 
Resident Decedent 


Northwestern University Law Review, Septem- 
ber-October, 1958. 


The policy of adhering to the testa- 
tor’s intention as the “polar star” in 
will construction was extended by statute 
in Illinois in 1955. This comment is an 
analysis of the effect on Illinois law, as 
well as on the law of other jurisdictions, 
where a non-resident testator manifests 
an intention that his Illinois personal 
property be disposed of according to the 
law of that state. 


Trusts and the Grantor 


JAMES P. JOHNSON. Taxes, December, 1958 
(4025 West Peterson Ave., Chicago 46; 75¢). 


Powers, problems and practical guides 
affecting the establishment of trusts, 
from the grantor’s point of view, are the 
subject matter of this note. The uses 
and misuses of “trusts for minors” and 
“short term trusts” are particularly ex- 
amined. 


Tax Planning for the Beneficiary 


ANDERSON A. OWEN. Taxes, December, 
1958 (4025 West Peterson Ave., Chicago 46; 
75¢). 

This article is concerned with certain 
phases of tax planning from the point 
of view of the beneficiary, rather than 
the grantor of the trust; although the 
author states all such planning must 
first defer to the interests of the grantor. 
He stresses the desirability of vesting 
in a “disinterested trustee,” viz. one 
who is “neither the grantor nor a re- 
lated or subordinate party as defined in 
sec. 672(c) of the 1954 Code, nor a per- 
son having any interest in the trust in- 
come or corpus.” 
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‘CHARITABLE TRUSTS — Bequest to 
Library Did Not Create Trust 


Colorado—Supreme Court 


Gately v. El Paso County Bar Association, 328 
P. 2d 381. 


An eminent attorney bequeathed to 
the E] Paso County Bar Association his 
law library, for the purpose of establish- 
ing a law library for the use of the mem- 
bers of the El] Paso County Bar Asso- 
ciation, the courts of E] Paso County 
and others interested therein. The asso- 
ciation accepted the bequest, obtained 
suitable quarters for the library, re- 
moved the books thereto, added volumes 
to the library, adopted rules and regula- 
tions, and imposed an annual library fee 
of $32 upon the members of the asso- 
ciation who used the library. 

A practicing attorney in Colorado 
Springs, who is not a member of the 
defendant association, his application for 
membership having been rejected, re- 
quested use of the library and offered to 
pay the established library fee. This 
demand was rejected, and he therefore 
sued for the right to use the library, 
contending that the bequest of the li- 
brary was made in trust to the asso- 
ciation for the use of its members, the 
courts of El Paso County and others in- 
terested therein, and that plaintiff is in 
the class of “others interested therein.” 

The trial court held that this was not 
a bequest in trust. 

HELD: Affirmed. The bequest was not 
a bequest in trust but was an absolute 
bequest to the bar association. The testa- 
tor was a lawyer of wide experience and 
marked ability and unquestionably well 
versed in the preparation of wills in- 
cluding trust provisions. Nowhere in the 
will does he refer to the word “trust.” 
Had he intended a trust, it is fair to 
assume that he would have used appro- 
priate words so indicating. The words 
used by the testator clearly indicate an 
intent to make an outright gift, and his 
words concerning the library must be 
considered as expressing his wish, desire, 
expectation and recommendation and not 
to create a trust. 


CHARITABLE TRuSTS — Discretion of 
Trustees in Selection of Purposes 
Too Broad to Sustain Trust 


Maine—Supreme Judicial Court 
Grigson v. Harding, 144 A. 2d 870. 


Trustees brought a bill in equity for 
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instructions and interpretation of a com- 
plicated will. Certain defendants argued 
that a charitable trust was created while 
heirs and next of kin maintained that 
there was no charitable intent or trust. 

HELD: The language of the will did 
not show a clear intent by the testatrix 
to establish a charitable trust. Although 
a trust will not fail because selection of 
particular charitable beneficiaries is en- 


trusted to the discretion of the trustees, 
the testatrix here had not manifested 
an intention to limit the choice of chari- 
table objects. The power of discretion 
given to the trustees was too broad. 
Lacking a general charitable intent, the 
doctrine of cy-pres was not applicable; 
therefore, the trust failed and the assets 
should be administered by the personal 
representatives as intestate property. 


CLaims — Alimony Agreement Sur- 
vives Death 


Pennsylvania—Supreme Court 
Scott Estate, 394 Pa. 29. 
Decedent and his wife Anna were di- 
vorced in New Jersey where they re- 
sided in 1947. Incidental to the divorce 
an agreement and decree were made, 
giving Anna $50 a week for life in lieu 
of alimony, and after decedent’s death 
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$250 a month for life from the proceeds 
of decedent’s life insurance, as well as 
exclusive possession of their residence 
with title held jointly with right of sur- 
yivorship. In other litigation the New 
Jersey Supreme Court decided that the 
decree and agreement were a property 
settlement. 

Decedent remarried and died in 1955, 
leaving an estate of $300,000 to two of 
his three children born of his marriage 
with Anna. The widow elected to take 
against his will. Anna presented a claim 
against his estate for payments of $50 
a week for her life, which the lower 
Court allowed, and the widow and two 
children appealed. 


HELD: Affirmed. The governing law 
is that of New Jersey where alimony as 
such terminates with the death of the 
husband, but contracts and property set- 
tlements with provisions extending be- 
yond the death of the husband are valid. 
Since the provisions here were in lieu 
of alimony, and the New Jersey Court 
has decided that the arrangement was 
a property settlement, the agreement and 
decree survive decedent’s death. 


CLaims — Estate Required to Con- 
tribute One-half of Mortgage Debt 
on Property Held by Entireties 


Delaware—Supreme Court 
In re Keil’s Estate, 145 A. 2d 563. 


Deceased and his surviving spouse held 
certain real property as tenants by the 
entireties. Subsequent to the acquisition 
of the property, deceased and his wife 
placed a mortgage thereon, executing a 
joint and several bond. At the time of 
decedent’s death the mortgage debt was 
not due, and no demand had been made 
when proceedings were instituted for in- 
structions as to what payment, if any, 
should be made from the assets of the 
estate in respect to the mortgage in- 
debtedness. The Orphans’ Court deter- 
mined that as between the surviving 
spouse and the estate of the deceased 
spouse the obligation to pay the debt se- 
cured by the mortgage is deemed to re- 
main with the title to the land in the 
surviving spouse. The court entered a 
decree of distribution making no pro- 
vision for payment of the mortgage debt 
and the widow brought this appeal. 


HELD: Reversed. In the case of a 
joint debt contracted for the common 
benefit of the debtors the estate of the 
deceased debtor is liable to contribute 
one-half of the debt. A common interest 
in the land or property mortgaged or 
pledged for a joint debt is not the ele- 
ment that controls the right to contri- 
bution, but the liability to contribution 
fows directly from the debt, and the 


Mortgage is only the security for the 
debt 


The lower court’s holding, that lan- 
guare in decedent’s will providing for 
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payment of debts was a standard pro- 
vision, merely declaratory of the law, 
and did not express an intention that the 
common debt be paid out of the estate 
to the exoneration of the surviving ten- 
ant, was upheld. 


CLaims — Specific Devisee is Liable 
for Pro Rata Contribution Toward 
Payment of Debts 


Maine—Supreme Judicial Court 
Eaton v. MacDonald, 145 A. 2d 369. 


Bill in equity by testamentary trustee 
for construction and instructions. The 
will contained the usual clause as to the 
payment of debts: “After the payment 
of my just debts, funeral charges and ex- 
penses of administration, I dispose of 
my estate as follows:” The testator made 
several specific devises of real estate 
to his son and a month after execution 
of his will mortgaged part of that real 
estate to a bank. About a year later he 
died and the personal assets were in- 
sufficient to pay his debts. The court 
stated: 


“The real issue raised by this appeal 
is whether a devisee of specific unmort- 
gaged property is exempted from con- 
tributing to the payment of a debt secured 
by a mortgage of other specifically de- 
vised property.. This issue seems to be 
one of novel impression in this state.” 


HELD: All of the estate of the testa- 
tor is liable to the payment of his debts, 
both secured and unsecured, and to the 
extent it becomes necessary to resort to 
specifically devised real estate, a pro rata 
contribution towards payment of such 
debts should be made by the specific de- 
visees and legatees. A devisee of specific 
unmortgaged property is not exempted 
from contributing. 





CLarms -—— Widow May Bring Negli- 
gence Against Husband’s Estate 


Pennsylvania—Supreme Court 

Johnson v. First National Bank and Trust Co., 

391 Pa. 116. 

As a result of her husband’s alleged 
negligence, plaintiff was injured in an 
automobile accident on November 22, 
1955. Subsequently, the husband died. 
After his death, on September 23, 1957, 
plaintiff instituted suit against his per- 
sonal representative to recover damages 
for her injuries. The executor filed pre- 
liminary objections to the complaint, 
raising the question of plaintiff’s right 
to sue her husband’s estate when she 
could not have sued her husband had he 
lived. The lower Court sustained the ob- 
jections and plaintiff appealed. 

HELD: Reversed. Although one spouse 
cannot maintain a _ trespass. action 
against the other during converture to 
recover damages for personal injuries 
caused by the other spouse, the death of 
the negligent spouse removes this bar. 
The purpose of the bar is to promote 
domestic tranquility and when one spouse 
dies the reason for the bar dies. The bar 
merely suspends the cause of action and 
does not extinguish it permanently. The 
provisions of Section 603 of the Fidu- 
ciaries Act of 1949 which provides that 
actions may be brought “as though the 
decedent were alive” are not to be in- 
terpreted narrowly and thus subvert the 
legislative intention to broaden, not 
limit, the survival of causes of actions. 


Costs — Attorneys’ Fees for Extra- 
ordinary Services Chargeable 
Against Corpus 

Missouri—Kansas City Court of Appeals 
Coates v. Coates, 316 S.W. 2d 875. 


Testator bequeathed $50,000 to his 
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widow and another in trust, the net in- 
come to be paid annually to the widow. 
Upon the death of the widow the trust 
was to terminate with the trust assets 
to be divided equally among three sons. 
The trustees were empowered to invest 
in common stocks provided the consent 
of the three remaindermen was obtained. 


With the consent of the remaindermen, 
the trustees brought suit for a de- 
four open and mutual investment com- 
panies. For about two and a half years 
the trustees distributed all cash divi- 
dends and capital gains as income. A 
remainderman then objected, whereupon 
the trustees brought suit for a de- 
claratory judgment wherein it was held 
that on the facts the accretions were to 
be treated as part of the income. 


Thereafter, in the trial court, both 
parties (plaintiff trustees and defendant 
remaindermen) moved for attorneys’ 
fees and expenses. The remaindermen 
requested the allowance from income or, 
in the alternative, from corpus. The 
trustees sought an allowance from cor- 
pus. The trial court allowed fees and 
expenses to both parties, out of corpus. 
Both parties appealed, the trustees con- 
tending that the defendant remainder- 
men were not entitled to any allowance 
and the defendants contending that the 
trustees’ allowance should have _ been 
made from income. 


HELD: Affirmed. It was proper for 
the trial court to allow reasonable at- 
torney fees and expenses to both parties. 
There was a legitimate dispute as to the 
proper allocation as between corpus and 
income of the “capital gains.” 

If the intention of the settlor as to 
source of payment of these and other 
expenses of administration cannot be 
found, the source is determined in ac- 
cordance with the equities of the par- 
ticular case and the trial court is ac- 
corded reasonable discretion in deter- 
mining the source. An aiding principle 
is that the attorneys’ services in ordi- 
nary, periodically recurring operations 
are chargeable to income while such fees 
and expenses for extraordinary services 
are paid from corpus. The allowances in 
question were of the latter type. 


DISTRIBUTION “Per Representa- 
tion” Construed as “Per Stirpes” 


Maryland—Court of Appeals 
Cole v. Bailey, Daily Record, Dec. 5, 1958. 


The testator’s will provided that the 
residue of his estate should be “divided 
equally between my nephews and niece, 
children of my brother ... and of my 
sister, who may be living at the time 
of the death of my wife . .. share and 
share alike, per representation.” Upon 
acceleration of the remainder on the 
renunciation of the wife, one-half of 
the remainder was claimed by the only 
child of the testator’s sister, the other 
one-half to be divided among the seven 
children of the testator’s brother. The 
latter claimed that the entire remainder 
should be distributed per capita to all 
nieces and nephews in equal one-eighth 
shares. 

The Chancellor ruled that the estate 
should be distributed on a per stirpes 
basis, one-half of the estate to the child 
of the testator’s sister and the other 
among the seven children of the testa- 
tor’s brother, the brother and sister of 
the testator being the stock or stirps. 

HELD: Affirmed. All words in the 
will must be construed so as to avoid 
their being held meaningless. The words 
“per representation” can be given a 
sensible meaning as requiring that the 
nieces and nephews shall take as repre- 
sentatives of their parents. Like the 
phrase “per stirpes,’ the words “per 
representation” may have two meanings; 
they may, as here, define the quantum of 
the estate in the primary takers as repre- 
sentatives of their ancestors; or they 
may indicate that the shares of the 
primary takers shall pass to their own 
descendants by representation. In this 
present case the first of these meanings 
is consistent with the whole tenor of the 
will and obviates the necessity of hold- 
ing these words to be mere surplusage. 


FIDUCIARIES — Executrix Removed 
for Conflict of Interest 


Florida—District Court of Appeal 
Kolb v. Levy, 104 So. 2d 874. 


The County Judge removed the co- 
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executrix upon the ground of conflicting 
interests. The executrix had filed several 
claims against the estate, including one 
for $350,000, being approximately the 
amount of the decedent’s estate. This 
claim was based upon an alleged agree- 
ment between the decedent and the 
testatrix whereby the latter was alleged 
to have agreed to make the executrix 
her sole beneficiary in exchange for 
legal services theretofore rendered. The 
last claim further alleged that the testa- 
trix had agreed not to make any will 
naming any other person as a benefi- 
ciary without the executrix’ expressed 
consent. 

HELD: The Probate Court properly 
exercised its jurisdiction in removing the 
executrix as personal representative of 
the estate since the claims she had filed, 
particularly the last one, sought to have 
held invalid the will which she was com- 
mitted by her oath to uphold and ad- 
minister. The Probate Judge has power 
on his own motion to remove any per- 
sonal representative where he deems it 
to be in the best interest of the estate. 
It is not every adverse interest which will 
warrant the removal since it is possible 
for the personal representative to have 
a valid claim which can be adjudicated 
with the aid of an ad litem personal 
representative. However, where the per- 
sonal representative undertakes to set 
aside for her own behalf the entire testa- 
mentary scheme of the decedent, the 
Court did not abuse its discretion in re- 
moving the personal representative. 

NOTE: This case was decided prior 
to the effective date of Section 731.051, 
Florida Statutes, 1957, which renders un- 
enforceable any agreement to make 4a 
will unless the agreement be in writing 
and signed by the person whose estate is 
sought to be charged in the presence of 
two witnesses. 


JURISDICTION — Orphans’ Court has 
Power to Determine Title to joint 
Bank Account 


Pennsylvania—Supreme Court 
Rogan Estate, 394 Pa. 137. 


On January 18, 1958, a checking ac- 
count of $18,000 in decedent’s name was 
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transierred to a joint checking account 
in the names of decedent and his son’s 
wife. His will dated in 1951 left his es- 
tate to his daughter. He died on Febru- 
ary 14, 1958, and immediately the daugh- 
ter-in-law closed the joint account and 
deposited the funds in her own account. 
The executor filed a petition for a cita- 
tion on her to show cause why she should 
not turn over the funds to the estate. 
Preliminary objections on the ground 
of lack of jurisdiction of the Orphans’ 
Court were overruled by the lower Court 
and the respondent appealed. 

HELD: Affirmed. Section 301 (13) of 
the Orphans’ Court Act of 1951 pro- 
vides that the Orphans’ Court shall have 
jurisdiction to determine title to per- 
sonalty, inter alia, in cases where per- 
sonalty is registered in the name of the 
decedent or his nominee. The word 
“registered” is not limited to securities 
or motor vehicles, but includes joint ac- 
counts such as the one here. The Act 
also gives jurisdiction where the per- 
sonal representative alleges that de- 
cedent possessed the personalty at the 
time of his death. The petition here 
stated that the checking account in ques- 
tion was “among the assets of the said 
decedent” at the time of his death, which 
allegation is sufficient also to give juris- 
diction. 


JURISDICTION — Writ of Prohibition 
Does Not Lie on Issue of Res Judi- 
cata in Another State 


Colorado—Supreme Court 


Leonhart v. D?strict Court, 329 P. 2d 781. 


Weston’s will and codicil was admitted 
to probate in Illinois and Leonhart quali- 
fied as executor. Notice of the Illinois 
probate proceedings was served on Bush- 
nell by mail at his residence in Washing- 
ton. He did not appear at the Illinois 
hearing. Leonhart thereafter obtained 
ancillary administration in Colorado on 
the basis of the proceedings in Illinois. 

Thereafter, Bushnell filed his caveat 
and objections in the Colorado Court, al- 
lging that the testator was incompe- 
tent to make a will and was _ subject 
to undue influence. Bushnell was unsuc- 
tessful and appealed to the District 
Court where upon withdrawal of his 
contention that the testator was at the 
time of his death a resident of Colorado, 
the executor moved for summary judg- 
lent on the theory that the other ques- 
tions had been resolved against Bush- 
tell by the Illinois Court. Motion for 
summary judgment was denied. Trial 
to jury resulted in a divided jury, and 
befor retrial Leonhart sought a writ 
of prohibition from the Supreme Court 
brohiviting further proceedings in the 
Distr «t Court on the theory that the 
full aith and credit clause of the 


Fede il constitution makes the deter- 
hina':on of the Illinois court conclusive 
® the Colorado court and that the de- 
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termination of the Illinois court was 
res judicata as to the questions raised 
in the Colorado Court. 

HELD: The issue that the Illinois 
judgment was conclusive under’ the 
full faith and credit provision of the 
Federal constitution is in effect a plea 
of res judicata based on a foreign judg- 
ment. The issue of res judicata cannot 
be raised in a petition for a writ of 
prohibition but if this issue is adverse- 
ly determined by the trial court, the 
person against whom it is determined 
may have review by writ of error from 
the Supreme Court. The trial court had 


jurisdiction of the parties and issues 
and prohibition does not lie. 
Powers — Limitations — Power in 


Trustee to Make Payments of Prin- 
cipal to Beneficiary as She Might 
Desire Implied Discretion Rather 
Than Direction 


Massachusetts—Supreme Judicial Court 


Keith v. Worcester County Trust Co., 1958 


Mass. 1157. 

Petition by the widow for a declaratory 
decree construing a clause in her hus- 
band’s will. The will created a trust to 
pay the income “‘to or for the use, bene- 
fit, comfort, support, and enjoyment” of 
the wife. Then followed the contro- 
versial clause, as follows:—“I authorize 
and empower my said trustees to make 
utilization of the principal for the fore- 
going purposes at such times and to such 
extent as my said wife desires.” 

The probate court decreed that the 
wife had the right to make reasonable 
requests for principal, and the trustees, 
when they found the requests reason- 
able and in good faith, were authorized 
and empowered to make the payments. 
The wife appealed, contending that the 
decree should be modified to declare her 
entitled to receive from principal such 
amounts as she in good faith desired for 
the purposes stated in the will. 

HELD: Appeal dismissed. There was 
nothing ambiguous in the words “author- 
ize and empower.” They imported per- 
mission and implied discretion rather 
than direction or command. 


Evidence as to a prior will, revoked 
by the present will, was properly ex- 
cluded. The prior will authorized pay- 
ments of principal in the sole discretion 
of the trustee. Since the present will 
contained no ambiguity, extraneous mat- 
ters could not be used to create one. 


SPOUSE’s RIGHTS — Realty Acquired 
from Sister by Will is an Ancestral 
Estate 


Arkansas—Supreme Court 
George v. Alexander, 317 S.W. 2d 124. 


Mrs. Brown died intestate, without de- 
scendants, in 1956. Her husband Edwin, 
and three other parties, claiming to be 
her heirs at law, survived her. Mrs. 
Brown had acquired the property in 
question as a devisee under the will of 
her sister in 1955. Edwin, by his guar- 
dian, brought this suit to determine 
whether he was entitled to one-third of 
the realty for life, or one-half of the 
realty in fee. 

Under Sec. 61-228, Ark. Stats. 1947, 
a surviving husband is entitled to one- 
third of the wife’s realty for life, if the 
estate is ancestral. If the estate is a 
new acquisition, the husband is entitled 
to one-half, of the realty in fee. The 
trial court found the wife’s estate to be 
ancestral. 

HELD: Affirmed. Realty which the de- 
ceased wife had acquired during her life- 
time under the will of her sister was an 
“ancestral estate” and husband was en- 
titled only to one-third interest in the 
realty for life. 


TAXATION — Estate and Inheritance 
— Burden of Proof as to Transfers 
in Contemplation of Death is on 
Taxpayer 

New Jersey—Supreme Court 
Swain V. Neeld, 145 A. 2d 320. 


Two months prior to death, decedent, 
age 87, transferred roughly one-third of 
her estate. There was no pattern of 
previous substantial gifts. Although she 
had suffered from arteriosclerotic heart 
disease and hypertension, she was men- 
tally alert, and her ailments were not 
uncommon for a person of her years. Ap- 
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proximately eight months prior to time 
of transfers, she had suffered cerebral 
vascular spasm resulting in loss of her 
right arm for several days. Her im- 
mediate cause of death was a coronary 
thrombosis. Division of Taxation in- 
cluded property in decedent’s estate as 
transfer made in contemplation of death. 
Estate appealed, and lower court held 
that ultimate burden of persuasion rests 
on State, and that inheritance tax ex- 
aminer was in error in requiring stand- 
ard of proof beyond preponderance of 
evidence. State appealed. 

HELD: Lower court reversed. Tax- 
payer has burden under statute of prov- 
ing by preponderance of evidence that 
gifts were not made in contemplation of 
death. Relevant factors to be considered 
are age and general condition of health, 
time between transfer and death, ex- 
istence of desire to evade inheritance 
taxes, whether transfer was part of 
testamentary scheme or plan, past his- 
tory of substantial gifts, whether gifts 
were made to natural objects of bounty, 
emergency situations, if any. After con- 
sidering all of these elements, Court con- 
cluded that taxpayer had not carried bur- 
den of proving by preponderance of evi- 
dence that gifts were not made in con- 
templation of death. 


TAXATION — Estate & Inheritance — 
Tax Fixed on Basis of “Invalid” 
Charitable Bequest is Erroneous 
Where No Objection is Made to 
Bequest 


California—District Court of Appeal 


Estate of Adams, 164 A.C.A. 741 (Oct. 30, 
1958). 
Testator died June 10, 1956, less than 


30 days after he executed his will. The 
will, after bequeathing a number of 
pecuniary legacies, gave residue of estate 
in trust to pay the income for life to 
testator’s sister Bertha, and following 
her decease to Bertha’s daughter Mary. 
Following death of both, principal was 
to be distributed to four charitable in- 
stitutions in Ohio. 

Decree of preliminary distribution was 
made July 15, 1957, distributing certain 
cash and stocks to the trustee in ac- 
cordance with terms of will. Section 41, 
California Probate Code, prohibits, with 
exceptions not material here, gifts to 
charity by will made within 30 days prior 
to testator’s death where he leaves cer- 
tain relatives, including, as in this case, 
a sister. 

The State Controller, after order for 
preliminary distribution was made, taxed 
to Bertha the entire remainder on theory 
evidently that the gift to the charities 
was void. California decisions have con- 
strued the restriction on gifts to chari- 
ties as making them voidable only. It 
follows that in absence of an aggrieved 
party (in this case the sister did not 
object to the decree) the charitable gifts 
are valid. 


HELD: Since there was no objection 
by a person entitled to object, and since 
a preliminary or partial decree of dis- 
tribution conclusively determines rights 
of all parties, the order fixing inheritance 
tax in accordance with the Controlley’s 
contention was erroneous. 


TERMINATION — Spendthrift Trust 
— Committee of Beneficiary with 
Power of Appointment Not En- 
titled to End Trust 


Maryland—Court of Appeals 

Kirkland v. Mercantile-Safe Deposit & Trust 

Co., 145 A. 2d 230. 

Testatrix bequeathed the residue of 
her estate in trust for the life of her 
husband and her three daughters “living 
from time to time as said income is 
payable” until the death of the survivor 
of them, the income of each deceased 
daughter to be paid to her children and 
descendants per stirpes until termination 
of the trust. At that time the corpus be- 
came payable to such persons and for 
such estates as might be designated in 
the wills of each of the three daughters 
as to one-third of the estate. In default 
of appointment by one daughter, her in- 
terest became subject to the testamentary 
appointment of the other two, and in de- 
fault by two of the daughters, the entire 
estate became subject to appointment by 
the survivor. The will also included a 
broad spendthrift clause. 

After the death of the husband one 
of the daughters died leaving a simple 
will bequeathing her entire estate to her 
two sisters. It was conceded that this 
was a valid testamentary appointment 
as to one-third of the estate. 

Thereafter one of the two surviving 
daughters became incompetent and _ in 
need of funds for medical expenses. Her 
Committee brought the present Bill to 
terminate her interest in the trust. The 
Chancellor dismissed the Bill and the 
Committee appealed. 

HELD: Affirmed. The will clearly 
limits the scope of the appointments to 
the corpus of the estate and postpones 
their effective date until the death of 
the survivor of the husband and the 
three daughters, the income on the whole 
estate being meanwhile payable to the 
designated income beneficiaries. More- 
over, the purpose of the spendthrift 
clause was not only to protect the estate 
from the claims of creditors but also to 
assure the maximum annual income until 
termination of the estate. Even if it 
were assumed, without deciding, that the 
testatrix’ wishes would not be defeated 
by premature termination, and even if 
it were likewise assumed that no unborn 
persons have any prospective interest in 
the trust (as to both of which points 
the court implied considerable doubt). 
still the spendthrift clause would prevent 
all beneficiaries in esse and sui juris 
from terminating the trust before ‘he 
time designated in the will. 
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Witts — Construction — Class of 
Lezatees Closed on Death of Tes- 
tator 


Pennsylvania—Supreme Court 


Tratner Estate, 394 Pa. 133. 


Testatrix divided her residuary into 
parts and gave “To any grandniece or 
nephew born after the execution of this 
will, one-half part of the residue, until 
three parts are consumed.” No grand- 
nephews or nieces were born between 
the date of the will and testatrix’s death, 
but two had been conceived prior to 
the death, and four more were born and 
two more were adopted more than a year 
after death. The lower Court held that 
the intended legatees were the first six 
grandnephews and nieces born between 
the date of the will and the date of 
death, following the general rule that a 
class is to be determined as of the testa- 
tor’s death. Awards were made therefore 
to those conceived before the death, but 
those who were born or adopted more than 
a year after the death were excluded. 
The latter appealed. 


HELD: Affirmed on the opinion of the 
lower Court. 


WILLs — Construction — Rule as to 
Death of Remainderman Without 
Issue 


Ohio—Court of Appeals 
Trumbo v. Trumbo, 106 Ohio App. 382. 


By his will executed in 1901 and ad- 
mitted to probate in 1906 the testator 
devised a life estate in a farm to his 
wife and at her death to his son, “should 
he die leaving no children the above to 
be his wife’s as long as she may remain 
his widow. Should she marry again then 
to revert back to my daughter ... or 
her children.” The son survived his 
father, mother and sister, and died some 
years later, without issue, but leaving a 
surviving spouse, plaintiff in this action 
to quiet title. 

The question before the court was 
whether absolute title to the property 
vested in the son or whether he was given 
only a qualified fee which was ex- 
tinguished upon his death without is- 
sue. In the former event the son’s wife 
would have absolute title by virtue of 
the statutes of descent and distribution; 
in the latter event, title would revert to 
the testator’s heirs (subject, presumably, 
fo a life estate in the son’s surviving 
spouse, terminable upon her remarriage) 
lestator’s daughter having died without 
children, 

HELD: The words “should he die 
leaving no children” contemplated death 
prior to that of his mother, the life ten- 
ant. The general rule is that where 
there is a devise to one coupled with a 
Provision that if he die without issue 
the property shall go to another, the 
Word: “die without issue” refer to the 
time of the death of the first taker. 
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However, this rule does not apply to 
cases where there is an intervening life 
estate. The evident intention of the 
testator was to give his wife a life estate 
with the provision that upon her death 
the property pass to his son, if he was 
then living; but if he died without chil- 
dren before that time then the land 
should go to the testator’s daughter. The 
law favors early vesting of all interests 
at the earliest possible time unless a con- 
trary intention appears. No such con- 
trary intention appears in this case. 
Absolute title vested in the son and upon 
his death passed to his surviving spouse. 


WILLs — Contractual — Promise to 
Bequeath Survives Death of Pro- 
misee 


Michigan—Supreme Court 
In re Taub Estate, 354 Mich. 263. 


Decedent and his brother, Robert, were 
in the real estate and jewelry business 
together. After decedent’s death a con- 
troversy arose between Robert and 
Mary, the widow of decedent, which led 
the parties to execute an agreement 
whereby Robert received certain assets 
belonging to the business and gave up 
certain assets to Mary, including his in- 
terest in the decedent’s estate, which was 
worth approximately $86,000. 


The instrument which Robert and 
Mary signed recited that “in considera- 
tion of the foregoing transfers and of 
the matters contained in this agree- 
ment,” Mary would “forthwith” leave to 
Robert in her will all of her Traub Com- 
pany stock. Robert died without receiv- 
ing the stock and after his demise Mary 
sold the same and failed to bequeath the 
proceeds received from the business to 
Robert’s descendants. 

The plaintiff, who is Robert’s sole heir 
at law, seeks the value of said stock 
from Mary’s estate. The defendants, ex- 
ecutors of Mary’s will, contended that 
since the agreement specifies that Rob- 
ert was to receive the stock through a be- 
quest under Mary’s will, the true intent 
of the agreement is that the right to re- 
ceive the same was personal to Robert 
and when he died this right died with 
him. The lower Court adopted this view. 

HELD: Reversed. Mary bound herself 
by the terms of the agreement to deliver 
the stock in question or its equivalent 
in cash since the undertaking was based 
on a valuable consideration which passed 
to Mary from Robert at the time of the 
execution of the agreement. Also, the 
promise was not personal to Robert but 
on the contrary survived him. A legacy 
which is given upon a valuable con- 
sideration, as in the payment of a debt, 
does not lapse upon the death of the 
legatee prior to the death of a testator, 
but on the contrary remains collectible 
despite its form. The Court should admit 
testimony as to such agreements, com- 
munications and other factors as may aid 
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in the construction of an ambiguous writ- 
ten agreement, the parole evidence rule 
to the contrary notwithstanding. 


WILLs — Probate — Failure of Wit- 
ness to Form Opinion as to Testa- 
tor’s Mental Capacity Does Not 
Invalidate Will 

Massachusetts—Supreme Judicial Court 
Genovese v. Genovese, 1958 Mass. 1169. 


Testator signed the alleged will in the 
office of the attorney who drew it and 
who acted as one of the witnesses. The 
other two were a dentist and an archi- 
tect who were tenants in the building. In 
the presence of the other witnesses the 
attorney asked the testator if it was his 
will, He said it was and that he had 
read it and understood it and wanted 
them to witness it. Then in their pres- 
ence he signed each page, and they, in 
his presence and in the presence of each 
other, signed in the usual place at the 
end and also initialled each of the other 
pages. 

The issue of soundness of mind had 
been previously settled affirmatively by 
issues tried before a jury, and was not 
involved in this case. On cross-examina- 
tion, however, the attorney for the con- 
testants asked the dentist and the archi- 
tect if each had on the occasion of sign- 
ing the will formed an opinion that the 
testator was of sound mind. The ques- 
tion was excluded, whereupon the attor- 
ney made an offer of proof that the an- 
swer in each case would have been 
“no.” Thereupon the attorney argued 
that there was insufficient evidence of 
proper attestation because of non-com- 
pliance with the requirements of the 
statute in that the two witnesses failed 
in their duty to evaluate the testator’s 
soundness of mind. The probate judge 
allowed the will and the contestants ap- 
pealed. 

HELD: Appeal dismissed. There is no 
requirement in the law that a witness 
must form an opinion as to the testator’s 
mental capacity before he attests the 
will. In fact he does not need to know 
that the paper he is witnessing is a will. 
While each witness should be able to 
testify that he formed an opinion as to 
the testator’s mental capacity before 
signing, his failure to perform his duty 
would not nullify the will if otherwise 
properly executed. 


WILLs — Probate — Lost Will Re- 
vokes Earlier Will by Mere Proof 
of Revocation Clause 

Massachusetts—-Supreme Judicial Court 

Agricultural National Bank v. Bernard, 1958 

Mass. 1173. 

Petition alleged that the petitioner 
was Mary Wood’s sole heir, and that 
she had entered an appearance in opposi- 
tion to the allowance of her will and 
codicil but later withdrew it; that she 
had been informed that Mary had ex- 
ecuted a later will, and also, upon infor- 
mation and belief, although the original 


34 


had not been found, that it contained a 
clause revoking all prior wills. The ex- 
ecutor and one of the legatees demurred 
to the petition, and the probate court 
sustained the demurrer and dismissed 
the petition. The petitioner appealed, her 
contention being that the revocation 
clause in the later will revoked the will 
and codicil which had been probated, 
even though the other contents of the 
later will were unknown, and Mary 
therefore died intestate. 

HELD: Appeal sustained and demur- 
rer overruled. Where the only evidence 
as to the contents of the later will is 


that it contained a clause revoking pr’. ; 
wills, it is nevertheless a good rev< 
tion. Had the petitioner set up thee 
facts at the time of the earlier prob: 
the will and codicil would not have | 
allowed. 

As to the revocation of the decree ;f- 
ter its allowance, the petitioner alleved 
in substance that the existence of the 
latter will did not come to her atien- 
tion until after the decree was miaide. 
Consequently the petition was based on 
newly discovered evidence and the court 
could have granted the petition and re- 
voked the earlier decree. 
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MERCER GENERATING STA- 
TION, shown here in an architect’s ee 
drawing, will produce 640,000 kilo- --- 
watts when completed in 1961. — 


LINDEN GENERATING STATION, which also produ 














ces steam for Esso Standard 


Oil Company, has a capacity of 450,000 kilowatts of electric power. 


More and more 





BERGEN GENERATING STATION will have a rated 
capacity of 580,000 kilowatts. 





While we do not like to gaze into crystal balls or 
take on the role of a soothsayer, the future growth of 
New Jersey is clearly reflected in the actual planning 
and construction of new electric generating facilities 
in the territory which we serve. These three generating 


stations will cost Public Service a total of $340,000,000 
when completed. 


By 1962 the installed electric generating capacity of 
Public Service will exceed four million kilowatts. 

Additions and improvements to the company’s gas 
properties are being made continually. We serve more 
than a million customers with gas, and at present, about 
one third of them are supplied with natural gas. By 


the end of 1959, nearly one half of our customers will 
be served with natural gas. 


All of these facts reflect the growth of New Jersey 
... and Public Service is growing along with this great 


state. The years ahead hold great promise. We are 
planning ahead to fulfill that promise. 


PUBLIC SERVICE ELECTRIC AND GAS COMPANY 
Public Servant of a Great State 


Newark 1, New Jersey A-13-59 





He lives up to the standards you set... 
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to advance him to his goals in life. 
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pointing your client’s problems. Much neces- 
sary groundwork is done and done well. You 
are able to give those problems the full benefit 
of your analysis and counsel. 


When the CG man’s work proves as productive 
to you and to your client as it has to so many 
others, then you'll find yourselves working 
together for years to come. 


Connecticut General Life Insurance Company, 
Hartford 

Life... Accident... Health... Pension Trusts 
Group Insurance... Pension Plans... Annuities 


( a CONNECTICUT GENERAL 











